






~) 


a 





































Jn 
eo B° TON 
w 
vide we URIVERS SHY & 
that SS 
> 
past C2 * % é 
ble: 4 ; 
a September 24, 1936 t: 
d a sig 
" britain Considers Consolidations - - - - C.W. Kellogg 2 
_ Yardstick That Is Not Air Conditioned - -- Herbert Corey ; 
uch atin America Looks at State Ownership ty 
ors, ma tilites - © 5. S- Si- 2 Oo .Spmen Gee : 
mm Bh Municipal Utilities and Their Mission -, ~ RR. BE, McDonnell €: 
ves. > Municipal Electric Plants Really Pay? - - “Henry Earle Riggs “f 
ved the Conservation “Movement in Relation to oF ; 
PPublic Ownership - - - - - - 4 v= + Carl D, Thompson») “ieee 
¥ The New Deal Power Program - -.-. = - sKendgll.Ke Hoyt gio 
the “Hiydro” of Ontario - - - -_- - - William H. oe he é 
Seiliiieniinian ean 


PUBLIC UTILITIES REPORTS, INC. r 
PUBLISHERS 








BIG BARRAGE OF cuttin 


in 11 national magazines 
160 newspapers 


The Saturday Evening Post _Ladies’ Home Journal McCall's 

Woman's Home Companion The New Yorker Pictorial Review 

Better Homes and Gardens Esquire The American 
The American Weekly Good Housekeeping 


This Advertising helps You 


install a #tL€X in every home on your lines 


Herr is an advertising campaign designed our nation-wide sales and distributing o 
to increase your connected domestic load. ization ~ you install a Silex in every he 
on your lines. 


These magazines are going to thousands of 
your users. These magazines are tellin ng There 7 a Silex to ° every purse in 
every one of your consumers to “Buy Silex.” town. Pyrex brand glass, guaranteed a: 


heat he age. Priced from $2.95 to $10: 
In addition, newspapers all over the country 
will list Silex dealers by name. These ads The Silex Co. Dept. 924, Hartford, 


will tell your consumers “Where to go... 
to Buy Silex”. THERE IS ONLY ONE 


All of this advertising is helping you in- 
crease your load. Ail of it can become the 
basis for a real campaign to increase your —— = 


profit. GLASS COFFEE MAKER 


Whether you merchandise or not... let The product of THE SILEX CO. Hartford, 
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UR TRUCK TIRE COSTS THIS NEW WAY 


ow you can get facts 
yt your tire Costs in a new 
ple, accurate way. 

oodrich has developed a 
ice called ““The Truck Tire 
Iculator’’ for 1'4-ton 
cks. With this anyone, 
hout previous experience, 
h determine 


. The probable life of his 
tire equipment 

. The size tire a truck 
owner should use for 
100% normal service 
expectancy 

. Actual truck tire costs 


. What truck tire costs 
should be 


Other information made 
ilable by the use of the new 
Calculator and the Good- 
“Practical Guide for 


Tire Combinations” includes: 
Instructions for easy calcu- 
lation of tire changeovers; 
changeover guide, including 
data on maximum payload 
of 131-inch and 157-inch 
wheelbase trucks; tire sizes 
and. inflation pressures; rim 
sizes; dual spacing; and makes 
of trucks on which various 
combinations are possible. 


Points Out Waste 

Of special interest is a sec- 
tion devoted to wheel and rim 
problems, a data table on dual 
spacing for pneumatic tires 
and a load and service diagram 
illustrating the effect of over- 
loading on the ultimate serv- 
ice of a pneumatic tire. 

A full page is devoted to a 
table giving “Cost Expect- 
ancy” of tires, showing the 


Department T-122 


cost of 100% service, as well 
as lowered costs when the per- 
centage is raised by excellent 
care and maintenance of tires. 

These two tools have in- 
creased tire service as much 
as 50% on utility operations. 
Why not get the same benefits 
for your trucks? 


Calculator and Guide 
Are Free 


We will send you free, 
without obligation, the new 
Truck Tire Calculator and 
Practical Guide. This is part 
of the service we render free 








to users and prospective users 
of Goodrich Triple Protected 
Silvertowns. Just ask your 
secretary to write your name 
and address in the margin, 
tear off and mail. Address 


*The B. F. Goodrich Company, Akron, Ohio «* 
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American Line Construction Bodies 
with Cab Compartment for Seven Men 


(For greater protection and increase in workmen’s efficiency) 


Miter antec ere 





| ¢ Showing a new type of line construction body with cab compartment, 


which will accommodate seven men, three in the front seat and four in the 
rear. The body and seven-man cab built in our factory is an American 
achievement, which will find ready acceptance among Utility operators. 
| The advantages offered by this 

| new type of body and cab are 

| that it provides more loading 

| space, and is efficient and com- 

| pact, protecting employees from 

| all weather conditions. 


We invite your inquiries and 
will send you our complete 
catalog upon request. 


THE AMERICAN COACH & BODY COMPANY 


3809-15 Clark Avenue, CLEVELAND, OHIO 
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ONSOLIDATIONS of electric properties in the 

United States have been in progress so 
many years that the public interest is chiefly 
in the reaping of resultant economies and in 
control of the gigantic organizations operating 
them. In Great Britain, however, the desir- 
ability of consolidations has been recognized 
but accomplishment is still in the future. 


Tue McGowan committee, the report of 
which was published in our August 13th issue, 
sought a remedy for high distribution costs. 
One of its suggested cures is consolidation 
of plants. We are privileged to present (be- 
ginning page 335) comments on the report 
of the McGowan committee by one who re- 
cently studied the British electric utilities, 
CuHartes W. KELLocc, newly elected presi- 
dent of the Edison Electric Institute. His 
long years of experience in the utility busi- 
ness qualify him as an expert commentator. 


Mr. KeEttocc, born in Philadelphia Febru- 
ary 27, 1880, was educated at the Massachu- 
setts Institute of Technology, where he re- 
ceived his B. S. degree in 1902 and his 
Master’s degree in 1903. He joined the 
Stone & Webster organization and, after man- 
aging the Edison Company of Brockton, 
Massachusetts, he spent nine years in Texas, 
at various times serving as manager of the 
electric light and power properties in El 
Paso and in the Gulf Coast region and as 


Cc. W. KELLOGG 


. . our own tremendous development 
may cause us to feel that we have nothing 
to learn from other nations.” 


(See Pace 335) 


“ 


— 


manager for several years of the Texas Se 
curities Department. He operated properties 
in Keokuk, Iowa, from 1914 to 1919 as man- 
ager of the Mississippi River Power Company 
(the Keokuk dam). He was also Middle 
West district manager for Stone & Webster, 
Returning to the East in 1919, Mr. Keztoge 
was engaged in expert work on reports, ap- 
praisals, and other matters for the Stone & 
Webster organization, including work for the 
Interborough Rapid Transit Company of New 
York and the Conowingo project on the Sus- 
quehanna river. 


As head of the Engineers Public Service 
Company since 1925, Mr. KELtLoce won recog- 
nition throughout the industry for his excep- 
tional qualifications in utility leadership, in 
matters of both administration and _ policy. 
He became chairman of the board of En- 
gineers Public Service Company, a public 
utility holding company controlled by Stone 
& Webster in 1934. 


¥ 


HE Official yardstick, kept in an. air-con- 

ditioned vault at Washington under condi- 
tions that insure that its length does not vary 
is contrasted by Herserr Corey with the 
TVA measuring rod (beginning page 341). 
Differing conditions and cost computations 
peculiar to the TVA, in the opinion of the 
author, lead him to conclude that instead of 
a measuring device the TVA yardstick is a 
whimsical device. Mr. Corey, well known 
as a magazine writer, war correspondent, and 
book author, who has been a frequent con- 
tributor to the FortTNIGHTLY, is too well 
known to require further introduction. 


¥ 


H™ does a publicly owned power plant get 
alang in a country dedicated to state 
socialism? This question is answered by 
Simon G. Hanson (beginning page 349) in 
a discussion of state ownership of utilities in 
Latin America, particularly in Uruguay, which 
for many years has been embarked on a pro- 
gram to eliminate private, and especially for- 
eign, enterprise. 


Tue author is lecturer on Latin American 
affairs at American University. He spent the 
summer of 1935 in Uruguay gathering material 
for a book entitled “An Economic History 
of Uruguay,” which is to be published in 
the spring of 1937. He has also written for 
the Journal of Political Economy, Hispanic 
American Historical Review, and other pub- 
lications. Mr. Hanson was educated at the 
University of Vermont, where he received his 
degree of Bachelor of Science in 1929 and 
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‘MULTILITH 


OFFICE LITHOGRAPHY 
has qpened new 


pporticecbies 1B 8" 


[ULTILITH is a part of the NEW era. It 
emits business to operate more efficiently. 
tis a versatile device which enables the 
blic relations department to issue public- 
y for creating and holding the good will 
customers. It presents a new opportunity 
expand by soliciting new accounts with 
tractive illustrated enclosure literature 
ling an interesting, timely story. 
{ULTILITH, the modern office duplicat- 
ig device, will produce most of the printed 
hatter . . . administrative report and plant 
cord forms, advertising and sales promo- 
ion material ...needed by any Public Utility, 
tge or small. The savings on this work will 
ange from 25% to 60%, made possible be- 
ause of the unique Multilith process. 


MULTILITH is easy to understand . 

simple to operate. An office employee, after 
a short period of supervised instruction, can 
produce excellent quality offset lithographic 
work, quickly and conveniently. No techni- 
cal training or printing experience is needed. 


MULTILITH is a development of Multi- 
graph engineers and is based on 34 years of 
experience designing and building office du- 
plicating and printing equipment. The 
Multigraph representative who is regularly 
in your vicinity will gladly show you speci- 
mens of Multilith work ... direct and photo- 
graphic copy in black and colors... and 
discuss possible applications. No obligation 
of course. Multigraph Division, Addresso- 
graph-Multigraph Corp., Cleveland, Ohio. 


MULTILITH .-- A MULTIGRAPH PRODUCT 


OPFICES IN a oe PRINCIPA 


L eciriés OF THE WORLD 
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degree of Master of Science in 1930. He 
received from Harvard University in 1933 
the degree of Master of Arts. 


¥ 


s the senior member of the firm of Burns 

& McDonnell Engineering Company, R. 
E. McDonne Lt is well equipped to discuss 
the municipal utilities and their mission (be- 
ginning page 354). His organization has for 
thirty-nine years specialized in public utility 
problems, serving principally the municipalities 
in the design and supervision of electric, hy- 
draulic, and sanitary utilities. It has also 
engaged in appraisals and rate investigations 
for municipalities and utilities. 


Tue author, in the belief that municipal 
plants are grossly misunderstood, gives facts 
and figures relating to rates, appliance use, 
and other matters in support of his opinion 
that the existence of municipal utilities is fully 
justified. He vigorously disagrees with those 
critics who call municipal ownership socialistic 
or communistic. 


Mr. McDoNNELL is a native of Montana, 
an engineering graduate of Stanford Univer- 
sity, and the author of a number of articles 
on public utility questions. The booklet en- 
titled “Results of Municipal Lighting Plants,” 
published annually by Burns & McDonnell, 
is well known as a compendium on the sub- 
ject. 


¥ 
V// setam municipal electric plants really 


pay is an important question for tax- 
payers. The eminent utility valuation expert, 
Dr. Henry Earte Riccs, brings to bear 
upon this question a long experience with 


R. E. MC DONNELL 
“The record of the municipal plants, them- 
selves, is the best propaganda that the 
municipalities can offer as to the 
success of public ownership.” 


(Sree Pace 354) 


public utility matters (beginning page 363), 
Dr. Riccs, who grew up as an old-line ‘emo- 
crat in a state which was strongly Repu olican, 
declares that he early learned of ‘Wall 
Street,” the “trusts,” and the “interests” and 
a lot of other hobgoblins used by polit: cians ; 
but after being engaged in private envineer. 
ing practice, he is confident that he knows 
fairly well the strong points and the weak 
points in our city and village administ: “ations, 
For sixteen years he worked principa!ly for 
the public in sixty to eighty comnuiunities 
large and small in Ohio, Michigan, and 
Indiana. 


Dr. Riccs was born in Kansas in 1865. He 
graduated from the University of Kansas in 
1886 and then began his career in railroad 
engineering. He became professor of en- 
gineering at the University of Michigan in 
1912, from which position he retired in 1932 
with the title of professor emeritus, in order 
to devote himself to consultation work, par- 
ticularly in utility valuation proceedings. 


¥ 


ONSERVATION and utilization of natural re- 

sources is a cause which has been es- 
poused by many leaders in this country and 
has received the benediction of the public 
at large. Advocates of public ownership of 
public utilities believe that conservation can 
be linked with public ownership and best 
obtained in that way. No one is better able 
to present the views in favor of public owner- 
ship than Dr. Cart D. THompson, who 
writes on the conservation movement in rela- 
tion to public ownership (beginning page 393). 


Dr. THompson in directing the activities 
of the Public Ownership League of America 


HENRY EARLE RIGGS 
“I am convinced that much better results 
can be obtained from operating organ- 
izations which are responsible to a 
competent private management.” 


(See Pace 363) 
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HOW CENTRAL ILLINOIS GAS AND ELECTRIC CO. 


HANDLES APPLICATIONS AND SERVICE ORDERS 


in I/4 _ 


al time 








NHETHER he phones or 
mes in, Central Illinois Gas & 
tric Company never keeps 
customer waiting. In actual 
perience, their Remington 
nd Customer Service Record 
ps them handle applications 
connect or disconnect service 
one-quarter the usual time. 


ors are reduced at least 98%. 


bart from the ever-increasing 
tessity to keep customers hap- 
, this simplified K ardex record 
ngs any company many other 
portant benefits. So complete- 
does this record eliminate 


plication, many utilities have 


found it replaces as many as 
fourteen separate records and 
files. Writing and filing of appli- 
cations is eliminated entirely. 
Positive control is provided over 
inactive meters, meter -testing, 
and non-payment cut-offs. Cler- 
ical expense is reduced all along 


the line. 


Pays for itself 


out of direct savings 


In most cases inside of one year 
the direct, tangible savings are 
sufficient to pay the entire cost 
of installing the unique Customer 
Service Record. Remington Rand 


maintains a staff of experienced 
professional supervisors to guar- 
antee that your installation is 
complete and accurate in every 
detail. As a result, your installa- 
tion costs are greatly reduced, 
your personnel expertly selected 
and trained, your operating pro- 
cedure organized and manual 
prepared. .. all without disturb- 
ing your present routine. 

When it costs nothing to get full 
details, why not investigate the 
Customer Service Record now. 
Simply phone your local Rem- 
ington Rand office or write Rem- 
ington Rand, Buffalo, New York. 


OK: if from Remington Rand 
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has had occasion to speak and write exten- 
sively on this subject. Born in Berlin, Michi- 
gan, March 24, 1870, Dr. THompson achieved 
his A.B. degree from Gates College in 1895; 
his B.D. degree from Chicago Theological 
Seminary in 1898; and his M.A. from the 
University of Chicago in 1900. He was a 
minister in the Congregational Church until 
1901; a member of the House of Representa- 
tives of Wisconsin from 1907 to 1909; city 
clerk of Milwaukee from 1910 to 1911, and 
thereafter the directing genius of the Public 
Ownership League of America. 


* 


HE New Deal power program is divided 

by Kenpatt K. Hoyt into three phases: 
construction, subsidy, and attack upon private 
industry (beginning page 402). He searches 
the background of the present movement, 
pointing out that the “Power Trust” issue was 
tree-ripened and ready to fall into the laps 
of the politicians and the professors when the 
New Deal was swept into office three years 
ago. 


Mr. Hoyt, who is a civil engineer, over the 
past several years in Washington, has written 
extensively on power subjects, mainly for 
trade magazines circulating within the in- 
dustry. 

He was employed in the Washington of- 
fice of the Tennessee Valley Authority on 
industrial surveys, and his early experience 
includes water flow investigations on power 
streams for the Geological Survey. As a re- 
porter, research man, and observer at the 
Nation’s capital, he has observed the growth 
of the Federal power program through its 
successive stages. 


CARL D. THOMPSON 


“Tt is not enough that we should conserve 
our natural resources. We must util- 
ize them. Conservation with- 
out utilization is sterile.” 


(See Pace 393) 


WILLIAM H. ONKEN, JR. 


the conclusion is inesc ee that 

private corporate enterprise in Canada... 

has far outstripped government enterprise 
in the public utility business.” 


(See Pace 410) 


“ 


HE Hydro of Ontario comes into most dis- 

cussions of the respective merits and de- 
merits of public and private operation of elec- 
tric utilities. In this issue we present to 
our readers an analysis of the Canadian situa- 
tion which includes a comparison of govern- 
mental and private corporate enterprise in 
Canada. The author is Wim.1am H. Onken, 
Jr., president of the American Security Own- 
ers’ Association. This association is a me- 
dium for collective action by owners of se- 
curities for the purpose of maintaining and 
improving the credit of the corporations issu- 
ing them. Mr. ONKEN was formerly editor 
of the Electrical World and for many years 
an outstanding figure in the electrical indus- 
try. He has traveled extensively in North 
America and Europe, studying the expan- 
sion of the electrical industry. 


» 


MONG the important decisions reprinted 
from Public Utilities Reports in the back 
of this number, may be found the following: 


Tue New York commission, in ordering an 
immediate reduction in telephone rates, dis- 
poses of questions relating to interzone 
charges, hand-set charges, extended area serv- 
ice, excessive reserves, seasonal telephone 
service, and tie line rate differentials. (See 
page 443.) 


Tue next number of this magazine will be 
out October 8th. 


A, Edlilltns 
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NEW (ii) SWITCHBOARDS 


FOR CENTRAL STATION SERVICE 





udy of any new I-T-E switchboard built or building for a 
Study of I-T-E tchboard buil building f 
public utility company shows how closely modern station re- 


quirements have guided design. 


New air circuit breakers 


and controls as well as the protective structure are for central 
station use and are especially adapted to the particular job 





This board houses eighteen hand-oper- 
ated circuit breakers in individual cells, 
rigidly mounted with bolted connections 
to bus bars, and three of the withdrawal 
type on pantograph mountings. Access to 
bus compartment is provided by a door at 
each end of structure. 


For a Northwestern Utility’s 
Station Auxiliaries 


14 K-type circuit breakers, 13 elec- 
trically-operated, 1 hand-operated, 
enclosed in an I-T-E Multumite 
switchboard typical of modern dead- 
front all-steel construction. 


Complete details of I-T-E steel 
switchboard construction will be 
furnished on request either by the 


factory or through I-T-E engi- 
neers located near you. 


To Protect Auxiliaries in a Southern Power Station 


For a Large New England Utility 


8 solenoid-operated air-circuit breakers 
mounted on pantographs with | truck-type 
circuit breaker in left-hand compartment. 
Relays front mounted on hinged doors. 
— Uniflow louvers for improved venti- 
ation. 


tet % wy 
nae ~ 8 
299%, Wee Re 


Offices in Principal Cities 


|-'T-E CIRCUIT BREAKER CO., PHILADELPHIA, PA. 
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' | BURROUGHS 
; PUBLIC UTILITY BILLING 
| MACHINE 


provides these 


7 NEW FEATURES 


” com, that cut billing time and billing costs 











Whatever your billing plan—Stub, Bill and Ledger, or Register 
oti: Sheet—new features and developments on this new Burroughs 
bring greater speed and simplicity to the entire job. 


MORE REGISTERS AUTOMATIC COUNT OF BILLS 
This new feature permits automatic The machine automatically counts 
accumulation of figures by revenue the number of bills added in each 
classifications, rate blocks, etc., as a register, for proof and statistical 


ngs by-product of the billing operation. — 
INCREASED SPEED OF CARRIAGE 


: wa LINE PROOF Faster carriage operation speeds up 
the entire billing job. 


This new feature detects errors in 


ymmis- writing the meter readings and con- AUTOMATIC EJECTION AND 
sumption. Meter readers’ errors in STACKING OF COMPLETED BILLS 
subtraction and operators’ errors in After the bill is written it is auto- 

arture writing the consumption figures, are matically ejected and stacked. Thus 
detected before the incorrect figure when the billing work is completed, 

rs by is printed or added. This saves much the bills are in exactly -the same 


time in making corrections and in order as when they were received 


ice a3 proving bills. by the operator. 
: 


€ cer- For full particulars, including a demonstration, 
telephone the local Burroughs office, or write direct. 


Burroughs 





6736 Second Boulevard, Detroit, Michigan 
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“There never was in the world two opinions alike.” 


CoLoneL Puiuip B. FLEMING 
U. S. Army Engineer. 


CarTER GLASS 
United States Senator from 
Virginia. 


L. W. BALpwIN 
Chief Executive Officer, Missouri 
Pacific Railroad. 


JosrEpH P. KENNEDY 
Former Chairman, Securities 
and Exchange Commission. 


Davip LAWRENCE 
Political commentator. 


Joun A. STRALEY 
Contributor, Forbes Magazine. 


Sipney. HittMAn 
President, Amalgamated Clothing 
Workers of America. 


Joun W. Davis 
In. an address to the New York 
- State Bar Association. 


FRANKLIN D. ROOSEVELT 
President of the United States. 


SAMUEL O. DuNN 
Editor, Railway Age. 


—MONTAIGNE 
“I think Quoddy is going to be finished some day,” 


i ¥ 


“The government’s nose is in all sorts of business now,” 


¥ 


“Management must keep abreast of demand—not lag 
behind it nor move too far in front of it.” 


¥ 


“I believe the statute (Revenue Act of 1936) 
is premised upon a fallacious economic principle.” 


¥ 


“Nor can I understand how all the power (at Grand 
Coulee) is going to be used if its sale is restricted to 
municipal governments or districts.” 


¥ 


“*What,’ asks a reader, ‘is the difference between a 
Republican and’a Democrat?’ Well, a Republican is 
usually checking government cash—.” 


¥ 


“The shorter work day and the shorter work week 
must be written into the law of the land if the millions 
of unemployed are ever to return to work.” 


¥ 


“If experience teaches anything, it is that of all meth- 
ods of government, bureaucracy isithe least responsible, 
the least intelligent, and the most: arrogant and tyran- 
nical.” 


¥ 


“Some of the laws which were enacted were declared 
invalid by the Supreme Court. It ‘is a notable fact that 
it was not the wage-earners who cheered when those laws 
were declared invalid.” 


‘ 


¥ 


“The public does not want government ownership, and 
it will be avoided if the public will give the railways a 
fair opportunity to regain their earning capacity and cred- 
it under private management.” 


14 
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Design Pressure—1400 I[b 
Total Temperature—900 F. 
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® The above illustration shows one of the two new 
CE Units now in course of manufacture for the 
Waterside No. 2 Plant. Each of these units will 
replace twelve of the 96 boilers originally in this 
station. These units are comprised of the following 
equipment: CE Cross-Drum Sectional Header Boil- 
er; CE Water Cooled Furnace with slagging bottom; 
Elesco Superheater and Economizer; Ljungstrom 
Air Heater; two CE-Raymond Bowl Mills. 


COMBUSTION ENGINEERING COMPANY, INC. 
n00 MADISON AVENUE - NEW YORK 


adian Associates: Combustion Engineering Corp. Ltd., Montreal 
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REMARKABLE REMARKS (Continued) 


RatpH O. BREWSTER 
U. S. Representative 
from Maine. 


RayMonp Gram SwING 
Radio commentator. 


Georce W. Norris 
United States Senator 
from Nebraska. 


ERNEST GALARZA 
Mexican engineer. 


CarL SCHOLZ 
Mining engineer. 


Ouiver L. LAWRENCE 
Member of British Royal Institute 
of International A fairs. 


Joun D. BattLe 
Executive Secretary, National 
Coal Association. 


Huecu S. MacILy 
President, American Federation 
of Investors, Inc. 


“It is obvious that $29,000,000 is a negligible amount 
to go into such a project (Quoddy) when one contem. 
plates the allocation of $50,000,000 and $75,000,009 for 
projects that are practically unheard of.” 


¥ 


“Private broadcasting will not be saved without 2 ‘rst. 
class job of editing. This America is not getting. And 
if we lose a genuinely independent radio, we lo-< the 
spoken word in the service of democracy.” 


¥ 


“If we could let power pay its part, irrigation 
pay its part, let navigation pay its part, and flood cvntrol 
pay its part, we would cheapen it for every one of them 
and make it possible to bring about an improvement that 
we probably could not get in any other way.” 


¥ 


“It seems to me that the (Mexican electrical) prospect 
is not cheerful; for, given the standard of living and the 
average wage scale of more than 10,000,000 Mexicans, it 
appears improbable that the electrical age lies just 
around the corner for them.” 


¥ 


“Water power has been growing slowly but consistent- 
ly. It is just like one of these floods that come on you, 
and you never know where they are going to stop. Now 
we are just getting to a higher point, and that is what we 
are afraid of, that it will interfere with our business.” 


¥ 


“There is one American example in which economists 
and industrialists in Great Britain have been very con- 
siderably interested, namely, in the TVA. Britain is 
faced with her own intractable problems of regional de- 
velopment in the ‘decayed areas’ of South Wales, the 
northeast coast, and in Scotland.” 


¥ 


“From the standpoint of the coal industry, it is of small 
consequence which valley authority takes over the Ohio 
valley area. We are opposed to either alternative. In 
either case we are confronted with an epidemic of hydro- 
power promotions at the expense of coal, and in the very 
heart of the coal regions.” 


¥ 


“When the Tennessee Valley Authority was started, 
you know, speeches were made and statements were made 
that it was to be a vast power-producing undertaking. 
Everybody spoke of way up in the billions of kilowatt 
hours, and so forth. Then, when they discovered that 
that was unconstitutional, they went before the court and — 
swore that the production of power was merely inciien- 
tal.” 
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KINNEAR MOTOR OPERATED DOORS 
operate like other plant equipment 


Time saved is money made. That’s why electric power is so indispensable in every 
modern plant . . . and equally indispensable for door efficiency. To open or close 
service doors with a conveniently located operating button means the same savings 
in labor and time as electrically controlled machinery. And when Kinnear Motor 
Operated Doors are remotely controlled from distant stations there’s even greater 
savings. In addition to compact, rugged power equipment of proved efficiency, 
Kinnear Steel Rolling Doors offer other qualities important to plant economy .. . 
convenient upward action . . . saving of space . . . out of the way of damage 
; and durable, flexible steel construction. Let us tell you more about this 
avenue for cutting costs. 


Write Today For Complete Catalog 


ny of yourwother ser 





n be made 100% 


a The KINNEAR MFG. CO. 
STEEL ROL-TOP DOORS 2060-80 Fields Ave. Columbus, Ohio. 
STEEL ROLLING DOORS Doors. We shall also. be ‘ad to recive a complete catalogue 
LABELED FIRE DOORS ae ing the various types 0! innear pwar cting oors. 


TEEL BAF OLDING 0002S’ —— 
OTOR OPERATED DOORS (item 
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” EVEREADY 


INDUSTRIAL 
FLASHLIGHT 


“Stands the Gasp’ 


General all-around hard usage in industrial ser- 
vice has shown conclusively that the “EVEREADY” 
Industrial Flashlight can “Stand The Gaff’. 
Bounced around on concrete floors and many 
other places are everyday shop experiences 
and each time this “EVEREADY” has come through 
unmarked. Its bright beam does not even flicker. 
The fact that it has no exterior metal ports is 
vitally important when working around ex- 
posed electrical connections and “hot” wires. 


NATIONAL CARBON COMPANY, INC 


General Offices: New York, N.Y. © Branches: Chicago, San Francisco 


Unit of Union Carbide uCC] and Carbon Corporation 
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This is the 
GREATEST TRUCK YEAR IN 
ALL CHEVROLET HISTORY 


Truck buyers prefer Chevrolets because 
they’re outstanding in PULLING POWER, 
OPERATING ECONOMY, LOW PRICE 


Thoughtful buyers of trucks nearest Chevrolet dealer today . . . ask for 
cmon, and commercial cars are dis- a thorough demonstration ... and then 
‘ playing overwhelming prefer- choose Chevrolets—the world’s thriftiest 

for Chevrolets. ... Because they know high-powered trucks! 
Chevrolet trucks have the greatest . 
power of any truck in the entire CHEVROLET MOTOR CO., DETROIT, MICH. 


“price range.. . because they know that NEW PERFECTED HYDRAULIC BRAKES + NEW 
trucks are the most economical  FULL-TRIMMED DE LUXE CAB + NEW HIGH- 
all-round dut and because the COMPRESSION VALVE-IN-HEAD ENGINE « FULL- 
Bi 4k, y FLOATING REAR AXLE ON 1%-TON MODELS 

that these big, powerful Chevrolets 


: yp GENERAL MOTORS INSTALLMENT PLAN — 
in the lowest price range. ... Visit your MONTHLY PAYMENTS TO SUIT YOUR PURSE 


CHEVROLET TRUCKS 
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CLEAR THE WAY ! 
Chioked up figures slow down a whole busine: 


Figures pour over the desks of every business, every hour of every day. To kee 

them moving speedily, smoothly, and at low cost, has been Monroe’s function fo 

twenty-four years. Today, Monroe offers 197 different models: calculators, adding 

listing machines, bookkeeping machines, check writers and signers. Each Monto 

is compact enough to use right on the desk where figures originate. Each one hi 

the famous “Velvet Touch” keyboard to take the 

strain from figuring. Whether you use one Monroe or 

a thousand, your investment is protected by a nation- 

wide figure service, operating through 150 Monroe- 

owned branches from coast to coast. Try a “Velvet 

Touch” Monroe on your own figutes. The nearest 

Monroe branch will arrange it without obligation. 

Write to us for a free copy of the booklet, “If Only I 

Could Work On Your Desk For An Hour.” Monroe sista ae Genero oe 
pounds. Completely automa::c mult 


Calculating MachineCompany, Inc.,Orange, New Jersey. cotiom ed GION. 
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TELL THEM 
and you'll 
SELL THEM 


Vv 


Lamps, toasters, percolators—they all need tags to put your sales message 
across at the point of purchase. For a tag on your product 


1. IDENTIFIES 
2. GUARANTEES 
3. INSTRUCTS 


We make a great variety of tags of all kinds. If you could see samples of our 
latest work you would find inspiration for tags in your business. Just fill in 
the onpen and we'll be glad to send you some and prices without obligation. 


Send mea few samples of tags that tell them. No 
obligation of course. 





NAME POSITION 





COMPANY 
Dept. NL 
Framingham, Mass. 
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The High Cost of 
LOW POWER FACTOR 


WE have spoken so often in these advertisements of the high cost 

of low power factor operation of customers’ plants that the 
following example should bear witness to this point. It is deduced 
from one of our own case studies, an investigation in a metal working 
plant to determine the comparative costs of Modern Group Drive 
vs unit motor drive for 36 machines: 


Unit Motor 
M. G. D. Drive 


Connected motor load in H.P. 890 1554 
Power factor 836 .642 
Annual current consumption in K.W. hrs 617,000 655,000 
Utility Revenue $6,712.00 $7,120.00(A) 
Customer’s Real Power Cost per year $15,865.90 $25,195.57(B) 
Customer’s Investment in Power Transmission $56,105.97 $107,703.82 








The $408.00 additional annual revenue to the utility (A) actually 
costs the customer $9,329.67 per year (B). What it costs the utility 
in cash and loss of good will we do not know. It’s worth investiga- 
tion, however. 

We invite your codperation in our efforts to educate industrial 


plant executives to the engineering and economic advantages of 
applying The Right Drive to Every Machine. 


*POWER TRANSMISSION COUNCIL 
75 State Street, Boston, Mass. 


*A research association of producers and 
distributors of power, power units and 
hanical equip t for the transmis- 


sion of power. 


A POWER DOLLAR SAVED IS A PROFIT DOLLAR EARNEI 
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ER LOOKING COPIES FOR DUPLICATOR USERS 





prove it... 100 SHEETS FREE 


over, it reduces curling and avoids blurring. 


\ NEW ADVANCE has been made in paper 
making—one you should know about if you 
¢a duplicating machine in your office. This new 


baper is 


ben deve 
pmmerc 


For or 


sed on 


ewer Spi 


ammer 
he same 
On tl 


rilliant 


called Hammermill Duplicator and has 
loped from years of testing under actual 
il conditions. 
e thing, this duplicator paper can be 
either the familiar gelatin type or the 
it type machine. On the gelatin machine, 
ill Duplicator produces copies that look 
no rapid fading away toward the last. 
spirit duplicator, this paper provides 
pies with a minimum of fluid. More- 


Available from your printer or stationer in white, 

blue, buff, pink and salmon, colors that match 
Hammermill Bond and Hammermill Bond 
Envelopes. 
SPECIAL OFFER—to acquaint you with this 
new advance in paper making, we'll send you 
without obligation, 100 sheets Free. All we ask is 
that you attach to your request a sample of your 
present duplicator work. 

If you use a Mimeograph or Multigraph machine, 

say so, and we'll send you special test packets of 

the correct Hammermill Paper. 


If you prefer, omit coupon and simply write us on your letterhead 


PUPS.24 
Hammermill Paper Co., Erie, Pa. 
Gentlemen: Please send me Free a 100-sheet Test Packet 
of Hammermill Duplicator Paper. 


Name 








Position 
0 Gelatin 

© Spirit 
(Please attach coupon to your business letterhead) 


Check type of machine used 





Thi 
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heck Valves close! 


here’s no jar or hammer along the line when 
e Non-Slam Check valves close. Slamming 
made impossible. Pipe joints are made safe 
minst leaks. For Chapman has put an end to 
eslam with a balanced disc that rides steadily 
the flow; falls rapidly as the stream slows up; 
loses the instant it stops. The top flap, pushed 
yainst the stream, cushions the disc to a quiet closure. 


then these valves go on the line—head and power 
bsses, maintenance and replacement costs go down. 
pacity goes up, for there are no obstructions to 
isturb flow. For a Check Valve that will save money 
nd grief on any water, gas, air, or oil service, put in 
thapm2n’s Non-Slam. Bulletin for the asking. 


MANUFACTURING COMPANY 
INDIAN ORCHARD, MASSACHUSETTS 
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An IBM Service Bureau 


Let this Kact-finding Service 
work for you..... 


Facts and figures that point the way to more efficient and 
economical management are quickly available through 
the International Business Machines Service Bureau. 


Here is an accounting and statistical organization with 
years of experience and proved ability. Through the 
medium of punched tabulating cards and International 
Electric Bookkeeping and Accounting Machines, this 
organization will prepare Rate Analysis, Inventories 
and Valuations, Market Surveys and many other im- 
portant utility records and reports. 


IBM Service Bureaus are located in principal cities and 
will work with you on a part-time or complete-job basis. 
Naturally, the strictest ‘confidence is an underlying prin- 
ciple in the handling of all data. Call your nearest IBM 
office today or write direct for complete information. 


INTERNATIONAL TEES MACHINES CORPORATION 


GENERAL OFFICES: BRANCH OFFICES IN 
270 BROADWAY, NEW YORK, N. Y. PRINCIPAL CITIES OF THE WORLD 


— 
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PROTECTIVE GROUND 
ARE BETTER EQUIPPED 
10 DO THEIR PART 


Installed out of sight, where 
periodic inspection is impracti- 
cal, Copperweld Ground Rods 
and Grounding Clamps insure 
the dependability of your pro- 
tective grounds. 


Although Copperweld Ground 
Rods offer the permanence of 
copper, because of their rust- 
proof copper exterior, they 
are nevertheless theft-proof. 
Also, they can be driven 
quickly, without bending, as 
the steel core of these rods 
makes them extremely rigid. 


Specify Copperweld Rods 
and Clamps—and guard 
against substitutions 








EFFICIENCY 


ACCURACY 
ECONOMY 


IN THE OPERATION of any 


power plant, whether steam or 
water, ECONOMICAL opera- 
tion is dependent on the EFFI. 
CIENCY of all units. 


SIMPLEX METERS, in accurately 


measuring water input and steam 
output, provide a permanent and 
ACCURATE check on plant ef- 


ficiency. 


LET SIMPLEX ENGINEERS help 


you to produce power with great- 
er economy. 


SIMPLEX VALVE & METER CO. 
6761 Upland St., Philadelphia, Pa. 











‘A CONVENIENT SAFE 
ECONOMICAL— 


For Better Meter 
Installation 


These cabinets of 
steel or aluminum 
for installing socket 
type meters fit your 
needs in every detail. 
Made in singles or 
multiples, horizontal 
or vertical. Any de- 
sired arrangement of 
knockouts without 
extra charge or con- 
duit hubs at a slight 
addition. Both in- 
door and outdoor 
types. 


Write today for 
complete catalogue. 


WALKER 
ELECTRICAL CO. 


Atlanta, Ga. 
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As Is Your Thermostat, 
So Is Your Storage Heater 


You will agree that the success 


of an automatic storage heater 
depends in large measure upon 
the performance of its thermo- 
stat. Look well, therefore, to 
that angle. 


Your aim is to increase consum- 
er satisfaction. That means, in 
the present instance, a thermo- 
stat upon which the user can 
depend at all times—which re- 
duces your servicing to a neg- 
ligible minimum—which consis- 


tently builds good will for you 
in your community. 


The Titan Snap Action Thermo- 
stat fulfils these requirements. 
It is known for its universal 
reliability even under the most 
severe conditions. Titans are 
already standard equipment on 
most storage heaters approved 
by the American Gas Associ- 
ation. Their enviable record 
warrants your complete confi- 
dence. 


THE TITAN VALVE & MANUFACTURING COMPANY 


THERMOSTATS «» 
3205 Perkins Avenue 


SAFETY PILOTS «» 


RELIEF VALVES 
Cleveland, Ohio 
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LENTY of HEAT— where 


ou want it! 















































Industrial heating can be as efficient as your home heating system, if you select the right units 
the job. 

The “Buffalo” line is complete, with floor and suspended steam units and floor and suspended gas 
its; each type made in several sizes. 

All models are efficient, practical and QUIET. There are no “gadgets” to require frequent atten- 
n, no parts to be replaced, 

Buffalo engineers located in all principal cities, will help you select units most satisfactory for 
ir buildings. Write us for bulletins. 


FFALO FORGE COMPANY, 444 Broadway, Buffalo, N. Y. 
In Canada: CANADIAN BLOWER & FORGE CO., LTD., KITCHENER, ONT. 


Unit Heaters 
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GRINNELL FITTINGS 


insure Better Welding 








4 
It is easy for a qualified pipe welder to make one, a hundred 
or a thousand welds by using Grinnell Welding Fittings. GRINNELL 
They reduce all welding to plain circumferential butt welds. WELD IN G 
Their ends are perfectly machined. They cut the “human 


element loss’’ to a minimum. F I T T I N G & 


Distinctive features of Welding Fittings made by Grinnell: pee ee 


Uniform wall thickness 

One piece fitting—no seams Elbows and Returns 

Smooth surfaces, inside and outside—no flattening Tees and Crosses 
or buckling Reducers 

Weld easily—they have the same properties as the pipe Cisn, Sines ttt 


Send for a copy of Welding Fittings Catalog for reference Outlets 
Flanges of all types 
GRINNELL COMPANY 


Special Welding Items 
EXECUTIVE OFFICES PROVIDENCE, R. 1. peat te ial 


Branch Offices in Principal Cities conditions 


GRINN ELLE 


FABRICATED PIPING AND ALLIED PRODUCTS TO GRINNELL LABORATORY STANDAS 
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ON’T FIGHT ANY MORE TH 


BROKEN SCREWS AND PIPE ENDS 





® You can now “lick” any broken threaded end, 
quickly and surely, with a RIFAID ‘‘LonGriP’ 
Screw Extractor. 


New idea in this tool—an extractor with straight 
parallel flutes that you drive clear into the broken 
pipe or the screw end as soon as you've drilled it 
to a thin shell wih FRRIEA0B Drills and Drill 
Guides which make the job accurate, safe and easy. 
You can remove broken ends of bolts without dis- 
mantling equipment, usually while it is running. 


An exact size extractor for each size screw or pipe. 
They come in handy sets that will pay for them- 
selves in time and work saved and risks avoided in 
one busy week. 


Ask your jobber or write us for the story. 


THE RIDGE TOOL CO., ELYRIA, OHIO 


LonGriP 


SCREW AND PIPE - EXTRACTORS 


The immense popularity of the RITZAID Pipe Wrench is 
due to the facts of its great strength, its almost indestructibil- 
ity and the pleasant satisfaction of using it. 
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ALWAYS QUICKEST IN 


SEPARATION 


Gargoyle DTE Oils 
retain this ability 
for 10, 20 and even 
30 thousand hours! 


coo rg 


eiligs 


Lubricants 


—- ~~ TH 


— 


SOCONY-VACUUM OIL COMPANY, INC. 


STANDARD OIL OF HEW YORK DIVISION - WHITE STAR DIVISION - LUBRITE 
DIVISION - WHITE EAGLE DIVISION - WADHAMS OIL COMPANY - MAGHOLI®« 
PETROLEUM COMPANY - GENERAL PETROLEUM CORPORATION OF CALIFORNIA 
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C as best salesman 


“ul 





never says a Wo 


Te test ofa typewriter is the 
Ypewriter r-self, and the 


Copyright, 1936, Royal Typewriter Company, Inc. 
Put the New Easy-Writing Royal to any test you 
can think of! Let its performance provide proof 
of the merits of this great typewriter. 


For the New Royal is its own best salesman— 

master of that most convincing argument of all FIRSTS that make 

—perfect results! At its keys, any operator can ROYAL FIRST! 
ah : ; 

easily produce better typing, faster! First in SPEED... 

Greater volume! a 


STANDARD OF THE BUSINESS WORLD in EASE .. . With 
Touch Control,* Shift 
Freedom. Finger Com- 
fort Keys. Nearly a 








That is why the New Easy-Writing Royal is so 

















widely preferred . . . why Royal is now en- score of exclusive im- 
joying j ; i ! provements! First in 
Joy the greatest sales of its entire history ee = 
Invite a demonstration. . . . Compare the Work! volume—enhanced qual- 
ity! ‘First in ECON- 
World’s largest company devoted exclusively OMY... Lower typing 
to the manufacture of typewriters. — A ge 
q ROYAL TYPEWRITER COMPANY, INC. DURABILITY 
oe ; . . - These New 
} 2 Park Avenue, New York City lnicais enn Sais 
Trade-mark for key-tension device it! 
TE ‘ 
1% fa 
A 
’ J 
* WORLD'S No. A TYPEWRITER 
~~ a 
ment) ye 
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The Mountain Comes 
To Mohammed 


E realize that most merchants do not have the opportunity 

\ \ of visiting the larger cities to see what is being done in 
the way of store front design and illumination. They do, however, 
have a keen desire to pattern their establishments after the style 
leaders. It is to satisfy this desire to follow the leaders of modern 
lighting and design that the Pittsburgh Plate Glass Company has 
started its Store Front Caravan on a nation-wide tour. 

The Caravan carries twelve scale models showing the most 
advanced thought in store front styling and construction. Exact 
to the smallest detail, including exterior and interior lighting 
effects, these models will graphically demonstrate what can be 
done with old-fashioned fronts—and the resulting desire for mod- 
ernization should be mutually beneficial to all those interested in 
selling lighting and store front improvement. 

You will be advised in advance of the Caravan’s arrival in your 
locality so that you will have ample time to arrange for your light- 
ing prospects to view these models. Use the strong selling power 
of these scale models to assist in closing your sales. Literature 
minutely describing the lighting and structural features of these 
fronts will be available for distribution in these meetings. 

For further information on the Caravan write the Pittsburgh 
Plate Glass Company at Pittsburgh. 

















This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





ptember 24, 1936 Public Utilities Fortnightly 








SIMPLE, ISN’T IT? BETTER PURIFICATION 


with 


CONNELLY 


PURIFYING MATERIALS 


. + . 


Iron Oxide Ore — Commercially Dry — High in 
Ferric Oxide — Hydrated and Properly Alkalinized 
— Ready for Mixing — Bulk or Bagged. 

Iron Sponge— Connelly Trade Name — Ready 
NOTICE: The triangular wedge formed by Mixed; Prepared from Connelly Oxide Ore and best 

the tang and V-bottom collar, available fillers; Connelly Special Fillers increase 

which forces the wire into a solid life of Sponge. 

mesh— Connelly Materials are prepared for Maximum 
Activity and Capacity; Investigate before you 
Invest; Buy on experience and specifications. 
NO flattening or separating of wires. .. - a re 


NO set-screw contact... 





NO limitation to one size wire. . . 


: Write for Bulletins 

NO shearing effect whatsoever. .. Caloroptic BTU Indicator; H,8 Testers; Regulators 

NO special tools required to make for District, Service, and Appliance; Back Pressure 
connection. . . Valves; U-Gauges 


NO need for you to search any longer for the 
PERFECT solderless connector—WE HAVE 


' ©Oonnellu 


FREE! P.. large dicainy toged, containing 
mounted samples o ugs. ent 7“. is. an trae Cont 
“upon request. Address Dept. UF. dron Sponae ey Governor Go. 


Gy op rere a lizalbetl.N.d. 
ILSCO COPPER TUBE & PRODUCTS, INC. Ghicago, Sl. E tly. Nucl 
5629 Madison Rd. Cincinnati, Ohio 


. STOWE STOKERS 














can give you these 


ADVANTAGES 


@ Compensating feed—positive rear end air seals— 
unrestricted coal selection—and much reduced ash 
pit losses—these are some of the advantages that 
Stowe Stokers—and only Stowe Stokers can give you. 
Investigate these exclusive features. Full details and 
a copy of Catalog No. 10 sent on request. 


THE JOHNSTON & JENNINGS CO. 
977 Addison Road Cleveland, Ohio 


Engineering and Sales Services 
in the Principal Cities 


Stowe Stokers give Catalog No. 10 is 
you greatest possible  completewith br adia- 
control over, #- grams, 20 

ing coal prices. tions. Send for one. 


OWE STOKE 
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... FLAWLESS GLASS with 
BRASS BUSHING—‘“/¢c IDEAL 275u/ato 


@ This rugged new Hemingray Glass Insulator 
stands up better in all adverse weather condi- 
tions. It’s brassbushed, providing perfectthreads 
for uniform contact with pin—permitting quick, 
full-length insertion—and safeguarding against 
pin expansion. Its many all-around advantages 
clearly point to the brass bushed Hemingray 
as the ideal insulator for low-cost distribution 
service. All styles in clear and brown color. 
Ratings up to 15,000 volts. Write for des- 
criptive bulletin . . . Owens-Illinois Glass 
Company, Hemingray Division, Muncie, Ind. 


HEMINGRAY 
Glas 
INSULATORS 
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Exide 


SATTERIES 


—choice of transit systems and bus lines whose 
policies permit no compromise with quality « « 








[ is significant that Exide Batteries-are used by so many of the country’s 
successful transit and bus lines. 


It is not to be implied, of course, that their success is dependent upon 
their use of Exides. But the operating company that is so meticulous 
in the choice of its batteries will naturally gauge the selection of all 
its equipment by the same high standards... and the traveling public 
appreciates the attention paid their comfort and safety. 


THE ELECTRIC STORAGE BATTERY COMPANY 
The World’s Largest Manufacturers of Storage Batteries for Every Purpose 
PHILADELPHIA 











PLANT SAFETY 


WITH GOLDEN-ANDERSON 
AUTOMATIC VALVES 


Safety Stop Non-Return 
valves protect lives and 
property, automatically, 
against live steam flows due 
to boiler ruptures or steam 
line breaks. 


Perfect water level con- 

trol assured by the Alti- 

tude Control Valve... 

the most efficient and 

dependable automatic 

valve for tanks, stand- 

Pipes and reservoirs. 
Ask for your copy of catalog for our com- 
plete line of automatic control valves 


Iden-Anderson Valve Specialty Co. 
1380 Fulton Bldg. Pittsburgh, Pa. 


ee 
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CAPITAL AND SURPLUS 





5,000,000 





THA 
DEMANDS 
RECOGNITIO 


The first Hygrade Lamps were manufactured i 
1901. The capitalization of the company was $3500. H 
grade Lamps entered the market in competition with bulbs pr 
duced by the largest manufacturers of electrical equipment i 
the world. Yet, by the sheer power of their fine quality, they ha 
steadily forced growing recognition of their merits until today 
demand for them has reached a volume that is the third larges 
in the country—and the company’s capital and surplus is ove 
five million dollars. 
CAPITALIZATION hts, A big company—a big name. A concern whose record and prod 
$3500 & uct must command respect—and consideration in your schemé 
= 0 A story of the facts behind such tremendous growth must | 
“nae worth listening to. It’s a story that offers economies as well 
quality, a story that is interesting more and more importat 
utilities—particularly on street lighting. A story you ought 
know. Ask us to give it to you. 


HYGRADE SYLVANIA CORPORATION, SALEM, MASSACHUS! 


—i— HYGRADE LAMPS 


SPECIALISTS IN 


STREET LAMPS Manufacturers of incandescent lamps for over 30 yecrs. 
© 1936, Hygrade Sylvania Corp. Makers of Sylvania Set-tested Radio Tubes 
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Style Bar-S All Weather Binder 
FOR METER READING 





Write us for circular and details. Send sample of your sheet for prices 
on any quantity of binders. 


GRAND RAPIDS LOOSE LEAF BINDER COMPANY 
10-16 Logan Street, S. W. « » GRAND RAPIDS, MICH. 
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.G. A. Approved BARBER Gas creeps 
10 9 eater Reduce Service 


















naalls and Complaints! 

h bulbs pro 

gee ')° the Gas Pressure Regulators you use comply 
Aen today with A. G. A. Specification requirements as to 
hird largemtessure drop? Are they listed in A. G. A. Directory 


plus is vat Approved Appliances? How many service calls do 


d and pred bu trace to inefficient regulators? 


our schemé 
th must b 
s as well 
] impo an 
ou ought 





In your own interest, thoughtful consideration of 
hese questions will undoubtedly lead to your adop- Made ia \". %°. 4°. %". 
on of A. G. A. Approved Barber Gas Pressure Regu- 1", 14", 14", and 2" sizes. 
tors as standard equipment on Appliances you e 

bonsor. Barber Regulators have won wide preference Wels tae camitess Siedubabes 
\CHUSETMecause Of extremely low pressure drop, compact prices and discounts on the en- 


i sai ire Barber line of B 4 
i p r@ign, all bronze bodies, and precision of operation. aie 2S ts ke 
yeors. 


HE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 
E BARBER GAS BURNER CO. of MICHIGAN, 4475 Cass Avenue, Detroit, Michigan 
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PROTECT YOUR MEN WITH 


‘*SAFETY-SERVICE’ 
Accident Prevention Equipment 


“Safety-Service’” Accident Prevention Equi 
ment has been on the market for over twent 
years, and is well and favorably know 
throughout the country. 


The “Safety-Service Line” covers the con 
plete range of Personal Protection for indu 
trial workers—protection from head to foot 
Goggles—Respirators—Helmets—Hoods. Als 
Coats, Trousers, Jumpers, Aprons, Sleevele 
Gloves, Mittens, Leggings, Spats, Hand a 
Knee Pads—made of “Sturdy-Weave” asbesto 
Chrome tanned leather, fire-resisting Cassimer 
cloth, fire, water and acid-resisting Duck a 
acid-proof rubber. 

Only the finest quality of sturdy, wear-resis 
ing, long-lasting materials are used in t 
manufacture of all “Safety-Service” Person 
Protection items. 


NEW 78-PAGE GENERAL CATALOG 


This catalog not only illustrates and describes in 
detail our full and complete line of Accident Pre- 
vention equipment, but it is a book of valuable 
information that is highly desired by both Safety 
Engineer and Buyer of Safety Equipment. 


If you have some particular accident prevention 
problem to work out, this book will suggest to you 
the proper equipment to use, or if your problem is 
something special write us in detail and we will 
gladly help you in every way possible to solve it. 


Write today for a copy of this valuable catalog—It’s FREE! 


THE SAFETY ahaaalina eve SERVICE COMPA 


Buell W. Nutt, President Se3 1230 St. Clair Avenue, Cleveland, 0 


Manufacturers of a Complete Line of Accident-Prevention Equipment 
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Household appliances which, in their performance, sat- 
isfy even the most critical users, are of priceless value 
as builders of good will. Added to the superior perform- 
ance of the new NIAGARA Two-Twenty Gas Air- 
Conditioning Unit is its appearance of dignity and good 
taste. The complimentary comments being heard at its 
showings indicate that it is instantly recognized as a 


winner of new customers. 


W. L. Seelbach, Secretary-Treasurer 


THE FOREST CITY FOUNDRIES COMPANY 
CLEVELAND, OHIO 


Niagara Gas Fired Air-Conditioning Units will be displayed at 
. the Asseciation of Gas Appliances and Equipment Manufac- Zs 
turers Exposition at Atlantic City in October, 1936. 


NIAGARA 


=Two-Twenty 
AS AIR-CONDITIONING SYSTEMS 
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OP aasey mee 


A New Low-Cost Foam Tool! 


Combines Water, Solution and Air 
To Form Fire-Smothering Foam 


Public utilities are welcoming this revolution- 
ary larger-capacity foam equipment for flam- 
mable liquid fires. 


The specially designed PHOMAIRE Play 
Pipe connects to your hose line (34" to 21/2"). 
When the water is turned on, PHOMAIDE, 
a new foam-making solution carried in a Hip 
Pack, and air are automatically drawn into the 
water stream in the proper proportions to 
form foam. 


There are no complicated preliminaries, no 


confusing adjustments, no moving parts. And 
only one man is required at the Play Pipe. 





Less than 20 gallons of water at a pressure 
75 pounds or more are required per min 
This is the only efficient foam unit availab 
for small lines. One gallon of Phomai 
Solution makes 350 gallons of foam. 300 
400 gallons per minute may be continuous 
produced by merely pouring additional sc 
tion into the Hip Pack. 


This is NEWS. Without obligation, ask | 


descriptive literature, prices and a demonst 
tion of the Phomaire Unit illustrated at 
left. Don't wait! Mail your request now. 


Get the Latest Foam Equipment 


Prgms wna Phomaide 


SOLUTION 


developed, made and sold by 


ne TManufactu ing Compan 


SEY 


1CAGO 
cH 


NEWARK NEW - 


ATLANTA 
KANSAS CITY 
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1936 Frigidaire Sales 
by Utilities 


ave the greatest in history 


© Comparing a like number of utilities, records for 
the first six months of 1936 show an increase in 
Frigidaire sales by utilities of 45%. Total sales 
January 1st to July 1st were greater than the entire 
year of 1935 or any previous year! 

This is the fourth successive year utility sales of 
Frigidaire have shown a sizeable increase. 


You can do better with Frigidaire. 


FRIGIDAIRE CORPORATION - DAYTON, OHIO 
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USE DITTO to Help Contro/ Operations 


Every smudged copy, every error in copying, 
every overworked and overloaded typist — 
demonstrates again your need for Ditto. For 
Ditto eliminates such wastes. 


Public Utilities everywhere are accurately 
controlling their operations by using Ditto 
for the speedy inexpensive reproduction of 
reports, accounting forms, repair instruc- 
tions, operating orders, material lists, inven- 
tories, schedules and the like. In no other 
way can you make copies so quickly and 

so inexpensively. 





Write today for our new 
book “‘Copies—Their Place 
én Business.” It tells fully 
just what Ditto is, and 
what it can do for you. 


Ditto 


INCORPORATED 
2284 W. HARRISON ST. 
CHICAGO, ILLINOIS 
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e The many advantages of metal-clad switchgear 
now can be enjoyed profitably by an increased num- 
ber of industrial plants and substations. 


Recently Westinghouse developed a low-capacity, 
low-cost unit with vertical-lift breakers having an 
interrupting rating of 25,000 kv-a. Smaller in size, 
lighter in weight and considerably lower in cost than 
previous units, this new metal-clad switchgear em- 
bodies all the desirable features of the larger size units. 


Complete information can be obtained from our 
representative or write Westinghouse, Room 5-N, 


Fast Pittsburgh, Pa. J 60015 


Comp, 
aoe Safety . 
” 's Shieldeg atlendanes 


METAL-CLAD SWITCHGEAR 


Perarj 

: ating *eliabiliry 

a) *Nothe, locatic, b 
n, 
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NATIONAL 
CABLE 


CAN BE FURNISHED 
FOR EVERY REQUIREMENT 


The above photograph shows one of the 110 Reels of National 
Three-Conductor, 400,000 CM, *%64” x 1%4’’ Varnished Cambric In- 
sulated, %’’ Lead Covered, 15,000 volt cable installed in August, 
1936, by the Miller Electric Co. for the city of Jacksonville, Florida. 


Regardless of your problem, National can solve it. 


Skilled, Technical Engineers always at your service. 


NATIONAL 
CTRIC PROOUC 


Rational Electric jie 


PROOCOCTS CORPURATION uf 
Pittsburgh, Fa. Ra 


aque 
3) SS 
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9 American Transit Aeetotre and affiliates end annual convention, White Sulphur 
Springs, W. Va., 1936. 





4 Association of Iron & Steel Elec. Engineers concludes meeting, Detroit, Mich., 1936. 
9 New England Water Works Association ends convention, New York, N. Y., 1936. 





{ United States Independent Telephone Association will convene for annual session, 
Chicago, Ill., October 13-16, 1936, 





q 4% joe of Civil Engineers will hold convention, Pittsburgh, Pa., October 





American Society of Municipal Engineers, International Association of Public Works 
Officials, and Public Works Congress convene, Toronto, Ont., 1 








q mpiten Gas Association will hold session, Atlantic City, N. J., October 25-30, 





{ Association of Gas Appliance and Equipment Manufacturers will hold First 
Annual Convention, Atlantic City, N. J., October 25-30, 1936. 


——S oo ST TS ES —_— 


§ Empire State Gas and Electric Association starts annual meeting, Saranac, N. Y., 
1936. 




















§ New England Gas Association, Accounting Division, starts meeting, Providence, 
6 





1 MessecBageate Federation of Planning Boards begins session, Wellesley, Mass., 
936. 





{ Institute of Traffic Engineers starts convention, Atlantic City, N. J., 1936. 





§ Fourth Annual Industrial Materials Exhibit will begin, New York, N. Y., 1936. 





4 Telephone and Telegraph Section, Association of American Railroads, convenes, 
Washington, D. C., 1936. 











{ League of Nebraska Municipalities starts convention, North Platte, Neb., 1936. 
{ Electrochemical Society starts fall meeting, Niagara Falls, Ont., 1936. 
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Photo by Peter A. Juley & Son 


Ships of Columbus 


Pendentive, Cunard Building 
New York City 








Public 
Utilities 


FORTNIGHTLY 


Vor. XVIII; No. 7 


SEPTEMBER 24, 1936 


Britain Considers Consolidations 


Similarity of the basic problems of the British 

electrical industry with our own indicated by the 

report of the McGowan Committee on Electricity 
Distribution. 


By C. W. KELLOGG 
CHAIRMAN, ENGINEERS PUBLIC SERVICE COMPANY 


BouT eighty years ago James 
A Russell Lowell wrote his 
famous essay “On a Certain 
Condescension among Foreigners.” 
The condescension of which he com- 
plained arose, of course, from an 
imagined superiority on the part of 
the foreigner, and a consequent belief 
that he had nothing to learn from 
us. With the tremendous material 
progress which we have made in the 
last eighty years there is danger of 
the state of mind Mr. Lowell so prop- 
erly deprecated in foreigners being 
adopted by ourselves. In matters elec- 
trical, for example, there is a possi- 
bility that our own tremendous de- 
velopment may cause us to feel that 


we have nothing to learn from other 
nations. This may be an error. 

At the end of June this year there 
appeared in England the report of the 
McGowan Committee on Electricity 
Distribution. It is addressed to the 
Minister of Transport and is signed 
by H. McGowan, Chairman, and 
Messrs. John Snell and John Morison. 
It represents the results of a year’s 
work and the taking of a vast amount 
of testimony. The similarity of the 
basic problems it discusses to our own 
makes the study of the report most 
worth while for American public util- 
ity men. The purpose of this article 
is to comment briefly on the principal 
matters covered by the report. 
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The McGowan Report starts off 
with the thesis that the problems of 
generating electricity and transmitting 
it in bulk have been measurably solved 
and that the problem for the imme- 
diate future is that of reducing the 
cost of distribution. They point out 
that while generation cost has dropped 
from 1.94 to 1.04 cents per kilowatt 
hour, or 46 per cent, in the decade 
ending 1934, the cost of distribution 
rose 1.51 cents to 1.63 cents per kilo- 
watt hour between 1925 and 1932, 
and in the latest year for which fig- 
ures were available, was still 1.53 
cents. They also reach the conclusion 
that the most effective way of reduc- 
ing this cost per kilowatt hour is the 
promotion of greater use of electricity 
in the home, and that this is more of 
a business matter than an engineering 
one. They emphasize in this connec- 
tion the effectiveness of what they call 
“two-part” or “all-in” rates, which are 
our “promotional” rates, and the vari- 
ous devices for assisting the customer 
to acquire the wiring and equipment 
necessary to utilize more electricity. 

All of this sounds thoroughly fa- 
miliar to utility men in this country. 
There are, however, some features of 
the electric utility situation in England 
which differ somewhat from our own. 


Rr the earliest days of electrical 
development in England it has been 
assumed to be a service to be handled 
by the public authorities, so that even 
where Parliament (which has the sole 
authority to issue franchises) has 
made such grants to companies or 
individuals they originally provided 
for purchase by public authorities 
within a fixed term of years, twenty- 
one years up to 1888 and forty-two 


years afterward. The difficulty which 
companies encountered in financing 
when and as the remaining years of a 
grant became relatively few caused 
Parliament to realize in 1900 the de- 
sirability of perpetual grants, and to- 
day about 18.8 per cent of the electric- 
ity sold retail in Great Britain is under 
perpetual grants. On account, how- 
ever, of the basic theory above men- 
tioned, about 66 per cent of the cap- 
ital invested in electrical distribution 
enterprises in Great Britain (based on 
connected load) is owned by public 
authorities and 34 per cent by private 
companies or individuals. In our 
country the ratio of invested capital 
is about 94 per cent privately owned 
and 6 per cent owned by public au- 
thorities. 

The McGowan Committee reached 
the conclusion that there are in Great 
Britain too many small electric enter- 
prises and that lower distribution costs 
(which is the main purpose of the 
committee’s investigations) can be 
measurably achieved by widespread 
consolidations on a regional basis. 
The figures which they present seem 
to bear out this conclusion. 


| iw Great Britain, whose population 
is roughly twice that of New York 
and Pennsylvania and whose total 
area is 7 per cent less than the com- 
bined area of these two states, there 
are no less than 635 electrical under- 
takings licensed by Parliament and 
431 of these sell less than 10,000,000 
kilowatt hours per annum. It would 
seem as though, in the matter of con- 
solidation of electric properties, Eng- 
land stood now where New York and 
Pennsylvania did before the extensive 
grouping by the holding companies 
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BRITAIN CONSIDERS CONSOLIDATIONS 





Holding Company Regulation Rather Than Destruction 


“Te committee’s discussion of the holding company sounds 
almost like home, except that it is more generous in saying 
that a properly operated holding company performs those very 
beneficent functions which the committee's plans of wholesale 
consolidation contemplates, and except that the possible abuses of 
the holding company (which they set forth in detail), they recom- 
mend should be obviated by regulation instead of by destruction.” 





which was most active in the decade 
after the World War. The total num- 
ber of electric enterprises in these two 
states, with area comparable to that 
of Great Britain, is now 171. How- 
ever, 88 per cent of the total business 
is done by eight systems. 

The problem of working out whole- 
sale consolidations of electric proper- 
ties in Great Britain fairly bristles 
with difficulties on account of the 
great variety of rights granted from 
time to time to different interests and 
apparently more variety than exists 
with us as to frequencies and voltage. 
They do not, however, appear to be 
plagued as we are in so many cases 
with a complex of hatred and mutual 
distrust between municipally and pri- 
vately owned properties. In the mat- 
ter of tax exemption, for example 
(which the British call “derating”’), 
this problem is not, as with us, the 
creation of unfairly competitive rates 
through the tax-exemption route, but 


of the electric consumers complaining 
if they believe that an unfair share of 
the taxation burden is placed on them 
through their electric rates. In the 
matter of taxes, the British electric 
undertakings have to bear a much 
lower burden than such enterprises in 
our country. 


N 1923, while American electric 

companies were expending 8.4 per 
cent of their annual gross revenue for 
taxes, the British electric undertakings 
expended but 6.4 per cent, and in 
1934, when the British ratio had 
grown to 6.8 per cent, electric com- 
panies in this country were paying 
14.1 per cent of their gross revenues 
in taxes. In general, the private-pub- 
lic controversy which we have is 
largely eliminated in England by all 
grants coming from Parliament and 
each covering a definite area. This 
plan has not, however, avoided in- 
vidious comparisons in rates where 
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consumers on two sides of the same 
street (if it is the dividing line be- 
tween different granted areas) may 
pay very different rates for service. 

The preponderance of municipal 
operation in Great Britain has no 
doubt been largely responsible for the 
comparatively lower stage of electrical 
development there than here—not due 
so much to lack of honesty or effi- 
ciency in public authorities as to the 
natural hesitation of any public official 
to branch out and take bold chances. 
As Scott once wrote about a certain 
Highland chieftan: 


’Tis better to sit still at rest 

Than rise perchance to fall. 

The private companies on the whole 
have been more progressive in extend- 
ing facilities and in going out aggres- 
sively for new business. It is interest- 
ing to observe in this connection that 
the McGowan Committee, in its speci- 
fications for plans for general consoli- 
dations of electric properties, recom- 
mends that in the purchase of private 
properties the price paid should in- 
clude not merely cost less depreciation 
but payment for profits reasonably to 
be expected to accrue from the re- 
maining life of any existing grant to 
the selling company. 


Ww" regard to rates, the commit- 
tee is definite to the effect that 
what they call “two-part” or “all-in” 
rates (that is, a fixed charge plus a 
low energy rate), should be made an 
optional feature for residential service 
throughout the country. With regard 
to residence rates, the committee called 
attention to the error of making what 
they call in England the “flat rate” 
(what we call the “top rate”) too 
low. They point out that to do so 


not only gives an undeserved advan- 
tage to the least profitable customer, 
but also hurts the ability of the com- 
pany to give to the large user the 
lower rates to which he is entitled. 
Although not specifically mentioned 
in the committee’s report, the indus- 
try in England has no doubt dis- 
covered, as we have here, that nothing 
helps more effectively in getting top 
rates down than a constantly larger 
average use by all customers under the 
stimulus of inducement, or as the 
British call them “two-part” rates. 

An examination of the most pro- 
gressive British rate schedules shows 
1 cent in summer and 2 cents in win- 
ter as the low energy rate of the two- 
part schedule. If we take 14 cents 
as representing the average for both 
seasons, the figure will be found 
comparable with that of fuel-generat- 
ed electricity under similar conditions 
in the United States. 


cs two matters which today are 
receiving the most active atten- 
tion in connection with the electric in- 
dustry in this country may perhaps be 
said to be rural electrification and the 
holding company. Both of these are 
fully treated in the McGowan Com- 
mittee Report. 

In the matter of rural electrification, 
the problems stated by the committee 
seem to be identical with ours. This 
would be bound to be the case, since 
they are an unavoidable mixture of 
economics and sociology. The eco- 
nomic features are the low density of 
rural population (with consequent 
high unit costs of distribution) and 
the relatively low buying power (in 
cash) of the rural population. In 
Great Britain, too, the natural con- 
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servatism of the farmer is perhaps 
more pronounced than with us. The 
sociological question is: How far is 
it justifiable to subsidize the farmer 
in supplying him with electricity at 
the expense of the urban consumer? 
My observation is that the British are 
inclined to be more conservative on 
the sociological feature than we are. 
It will interest American operators to 
know that the British farmers too 
have been known to ask somewhat 
peevishly why they can’t get service 
when the great Grid transmission line 
goes right by their farm! 

The committee’s discussion of the 
holding company sounds almost like 
home, except that it is more generous 
in saying that a properly operated 
holding company performs those very 
beneficent functions which the com- 
mittee’s plans of wholesale consolida- 
tion contemplates, and except that the 
possible abuses of the holding com- 
pany (which they set forth in detail), 
they recommend should be obviated 
by regulation instead of by destruc- 
tion. 


HE potential abuses which the 
committee lists are the same as 
have been brought out in our country : 


Excessive charges for construction or 
management services. 

Unnecessary subsidiary companies for 
contracting with other subsidiaries. 

Excessive interest charges on ad- 
vances to subsidiaries. 


Acquisition of or transfer of proper- 

ties at excessive values. 

Excessive security issues. 

Improper representation of holding 

company earnings. 

The committee’s recommendation 
of the manner in which to avoid these 
abuses is the control of new capital 
issues by holding companies and the 
official audit of their books by the 
electricity commissioners of the na- 
tional government. With regard to 
control of new capital issues, the com- 
mittee specifically recommends that the 
control should be limited to the terms 
of the issue, the companies having 
“the right to decide for themselves 
what form any new capitalization 
should take.” In this recommenda- 
tion they avoided one of the most 
obvious defects of our Holding Com- 
pany Bill, which arbitrarily restricts 
new issues of holding companies to 
common stock and first mortgage 
bonds. 

The advantages claimed by the 
committee from consolidations, which 
they state are now obtained by the 
larger groups, are: 


Improved technical layout and econ- 
omy of capital. 

Greater diversity of load with conse- 
quently improved load factor. 

Greater financial resources, 

Central purchasing. 

Highest type personnel, which the 
smaller undertakings need but can- 
not afford to hire. 


e 


Britain has no doubt been largely responsible for the com- 


q “THE preponderance of municipal operation in Great 


paratively lower stage of electrical development there than 

here—not due so much to lack of honesty or efficiency in 

public authorities as to the natural hesitation of any public 
official to branch out and take bold chances.” 
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The committee finds that in Great 
Britain $6.50 of plant is needed for 
$1 of annual gross earnings, and that 
50 per cent of the cost of distribution 
arises from capital charges. From 
these premises they deduce (1) that 
the cost of capital is of transcendent 
importance, and (2) that the only 
hope for achieving substantial reduc- 
tions in unit distribution costs is 
through greater use of energy per 
consumer. 


A to the actual modus operandi of 
the proposed consolidations, the 
committee suggests that the country 
should be districted by the electricity 
commissioners but that each district 
thereafter should be supervised by 
district commissioners. They recom- 
mend further that the consolidations 
be made around the more efficient 
units as nuclei. In order to regular- 
ize the situation they propose that the 


power companies, where they form 
the nucleus, accept a 50-year grant in 
lieu of their present perpetual rights, 
and that they be given an incentive 
to effort by a sliding scale, relating 


rates to dividends. The British au- 
thorities have evidently learned, from 
fifty years dealing with electricity, 
that capital cannot be enticed into the 
public service and induced to work 
along progressive lines, involving risks 
and temporary poor returns, unless 
assured of earning something from 
extra effort and risk. 

In order further to promote finan- 
cial stability of the consolidated com- 
panies, it is stipulated by the com- 
mittee that a plan, once agreed and 
acted upon, could not be subsequently 
modified without the grantee’s con- 
sent. 


Consolidations are proposed to be 
compulsory as to properties selling less 
than ten million kilowatt hours annu- 
ally but subject to appeal to the Minis- 
ter of Transport with respect to larger 
properties. In order that compulsory 
sale of an electric undertaking shall 
not be unfair to its owners, the plan 
provides that they be paid capital cost 
less depreciation plus severance dam- 
ages, if any, plus loss of future profits 
under the existing grant. 

In each district is to be set up an 
advisory committee, consisting of rep- 
resentatives of all electric undertak- 
ings in the district, which would con- 
sult with the district commissioners as 
to consolidation plans for the district. 


= general, the atmosphere of the 
report is one of fairness. It is 
desired to improve and extend the 
electric service of Great Britain and 
to decrease its unit cost. In doing so 
there is no desire to punish anyone nor 
to draw invidious comparisons be- 
tween private and public undertakings. 
Each, if it is to be purchased, will be 
paid for all the values it possesses, 
both present and prospective. The 
only object in anyone’s mind is appar- 
ently the public interest. One of the 
incentives to the greatest efficiency, in 
addition to the sliding scale relating 
rates to dividends, is the suggestion of 
the annual publication by the electric- 
ity commissioners of the realm of 
comparative statistics, showing how 
each district is performing with re- 
spect to various objectives. The 
working out of Britain’s electrical 
problems along the lines of the Mc- 
Gowan Committee Report will be 
watched with sympathetic interest in 
this country. 
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A Yardstick That Is Not 


Air Conditioned 
Infirmities of the TVA Measuring Rod 


THE scientists of the Bureau of Standards would go mad, in the opinion 
of the author, if they were asked to make use of such a whimsical device 
as that set up in the Tennessee valley. 


By HERBERT COREY 


Bureau of Standards in Wash- 

ington, D. C., is the official yard- 
stick. The Bureau’s field of activity 
has been largely widened during the 
last generation but its primary duty 
is still to preserve: 

“The national standards of length, 
mass, Or capacity.” 

That yardstick is kept under condi- 
tions that insure that its length does 
not vary. No matter what may be 
the temperature in the street, political 
or otherwise, it measures precisely 36 
inches, no more and no less. Other 
yardsticks may be put alongside it for 
comparison, from Chattanooga or 
Seattle or Passamaquoddy. If they 
fall short or over-run they are not 
yardsticks. If they show variations 
because of the magnetic pull or the 
passions of the holder they may be 
natural phenomena or magic wands or 
jugglers’ paraphernalia but they are 
not yardsticks. If they were to be 


|’ an air-conditioned vault at the 


used by salesmen either the buyer 
would be cheated or the sellers would 
be robbed. 

Among all the tragic absurdities of 
the situation in which the utilities find 
themselves vis-a-vis the national ad- 
ministration nothing is more tragic or 
more absurd than the statement that 
the huge government-owned electric 
plant in the Tennessee valley can be 
used as a “yardstick” by which the 
operations of privately owned utilities 
can be measured. It had its origin 
either in ignorance of the common- 
places of the business of making and 
selling electricity or as an invention of 
the advocates of public ownership in 
their appeals to the voter. I do not 
know who first made use of it. The 
yardstick was first officially recognized 
in the Milwaukee speech of President 
Roosevelt on September 30, 1932. 
He then said: 

“It is necessary for government to 
have a ‘birch rod’ in the cupboard— 
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two birch rods, in fact. One of them 
is the development by government of 
certain great water-power resources, 
to be used as a yardstick for the 
benefit of the people.” 

The picturesque phrase caught the 
journalistic fancy, and he later am- 
plified it by saying: 

“These great government water- 
power projects will affect not only the 
development of agriculture and indus- 
try and mining in the sections they 
serve but they will also prove useful 
yardsticks to measure the cost of 
power throughout the United States.” 


yw the Tennessee Valley Au- 
thority was created by Con- 
gress, at the President’s direction, the 
directors of TVA found in the yard- 
stick theory an appealing argument 
for that adventure, which has been 
called by Norman Thomas the most 


completely socialistic experiment made 


by the New Deal. In a press release 
of June 30, 1933, they said: 

“The Authority intends to use 
Muscle Shoals as a yardstick to deter- 
mine the relative cost of public and 
private power operation.” 

The three directors and the employ- 
ees of the Authority are required by 
law to be men who have complete con- 
fidence in the feasibility of the proj- 
ect. In natural consequence their 
aim was not so much to show the rela- 
tive costs of public and private opera- 
tion as to demonstrate that public op- 
eration was superior. On November 
7, 1933, David Lilienthal, one of the 
three directors, and general counsel of 
the TVA, said: 

“This is to serve as a yardstick by 
which to measure the fairness of elec- 
tric rates.” 


The TVA made their position 
more positive when they said on Oc. 
tober 13, 1933: 

“In view of his (President Roose. 
velt) sponsorship of this legislation, 
the yardstick idea must be taken to 
be definitely a part of the policy em- 
bodied in the Tennessee Valley Au- 
thority Act.” 


Ox January 5, 1934, in a press re- 
lease, the TVA recognized that 
“the TVA is under a duty to operate 
a public power business, directly and 
through public agencies, in order to 
provide a public yardstick of the fair. 
ness of the rates charged by privately 
owned utilities.” 

The TVA challenge to the private. 
ly owned utilities was clear and em- 
phatic. 

In a preceding paragraph I called 
the yardstick idea a tragic absurdity. 
It is tragic because the voter is being 
told by direct statement and by re- 
peated implication that the TVA is on 
a business basis—that it is a “bank- 
able proposition” —and that it is able 
to undersell its privately owned rivals 
because it is more economically and 
efficiently run. If this were a truthful 
statement the privately owned utilities 
could have no logical ground of com- 
plaint. If they are unable to meet 
government competition they must ¢i- 
ther sell out or close down. The util- 
ities say that statement is absolutely 
false. If they are telling the truth the 
tragedy becomes apparent, for in that 
case the money of the taxpayer who 
supports the government is being used 
to crush an industry in which the tax- 
payer has invested his savings and 
from the profits of which he pays the 
taxes that support the government. 
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The yardstick idea becomes farcical 
when it is discovered that the three 
men who have been intrusted by the 
administration with the management 
of the TVA know so little of the util- 
ity business as to believe that a nation- 
al or even a regional yardstick is a 
possibility. A moment’s reflection 
will make it apparent that a yardstick 
is not practicable. The private utili- 
ties are as helpless to make one as is 
the government. 


I' all electric companies were oper- 
ated under identical conditions a 
yardstick would be feasible. It is 
hardly an exaggeration to say that no 
two companies, even in the same class, 
do actually operate under identical 
conditions. This has been recognized 
by the level-headed lawmakers who 
have set up regulatory devices in the 
various states. Fuel costs vary be- 
tween town and town; the number of 
customers differ ; labor conditions are 
not the same. One company may be 
able to borrow at low rates and install 
modern fuel-saving boilers and im- 
proved dynamos. Its neighbor, fif- 
teen miles away, may find the money- 
changers in the temple—a phrase often 
heard in these feverish days—difficult 
of access because the gentlemen in the 
temple do not like the way in which 
the city tax rate is mounting. Every 
utility company faces a constant but 
variable need of increasing or improv- 
ing its distribution system. The in- 


vestment in lands and buildings is 
rarely identical even in companies of 
the same class. Earthquakes, wind- 
storms, floods, drouths, and other lo- 
calized deviltries play their parts, but 
rarely affect many of the same class in 
the same measure. 

It is possible, of course, to deter- 
mine what is the average rate in a 
given section and a given class of util- 
ities. If that rate were rigidly ap- 
plied it would ruin some companies 
and flood others with unearned mon- 
ey. Rate differences are permitted by 
the state commissions, not only be- 
tween town and town but between 
classes of service, because practical 
men know that the variations must be 
compensated. A yardstick for the 
utilities is only possible between com- 
panies operating under precisely simi- 
lar conditions. 


HE TVA is not operating its 

plant at Muscle Shoals under 
conditions which even remotely ap- 
proximate those under which the 
plants of its privately owned competi- 
tors of the Commonwealth and South- 
ern company carry on. Therefore it 
is not a yardstick. 

Nor are there any indications that 
any one of the huge hydroelectric 
plants which the present administra- 
tion is planning will operate under 
conditions which even remotely ap- 
proximate those of their privately 
owned competitors. 


e 


that the three men who have been intrusted by the adminis- 


q “THE yardstick idea becomes farcical when it is discovered 


tration with the management of the TVA know so little of 
the utility business as to believe that a national or even a 
regional yardstick is a possibility.” 
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To the extent, therefore, that the 
administration’s hydroelectric pro- 
gram has been sold to the people as a 
yardstick it isa swindle. That charge 
is either unforgivable or provable. 
Suppose the facts are arrayed for ex- 
amination. 

In the Tennessee valley area, com- 
prising portions of seven states, the 
TVA’s competitior is the Common- 
wealth and Southern company, which 
has three component companies local- 
ly, the Alabama Power Company, the 
Tennessee Electric Power Company, 
and the Georgia Power Company. 
The basic contention of the TVA is 
that through a politically controlled 
organization the national administra- 
tion—any administration, present or 
future—can operate utilities more hon- 
estly, more generously to the con- 
sumer, and more efficiently than can 
private owners. It is apparent that 
this can only be demonstrated if con- 
ditions are equalized. 


EF the general taxpayer is called on 
to pay TVA losses then the Au- 


thority’s assumption is destroyed. 
The Federal government might be able 
to meet a loss to the end of time which 
would destroy a privately owned com- 
pany in a decade. The initial invest- 
ment must be considered, the costs of 
operation and selling campaigns, the 
taxes paid to nation, state, and local 
subdivisions, the return to the inves- 
tor, whether he be taxpayer or stock- 
holder, the charge-off for deprecia- 
tion and upkeep, the cost of interest 
for moneys borrowed either from 
banks or the national treasury, and 
various other items. If the TVA can 
demonstrate that under conditions 
identical with its competitor it can 


make and distribute current at a cost 
its competitor cannot meet, then it has 
won its argument. 

That statement should be empha- 
sized. 

If the TVA can prove that is can do 
and is doing what it says it can do and 
is doing then there is nothing more for 
the privately owned utilities to say, 

They’re licked. 

But if the TVA cannot prove these 
things then it may be the lovely polit- 
ical experiment which it has been 
called by Norman Thomas, or it may 
be an adventure in philanthropy in 
which the dwellers in the valley profit 
at the cost of the taxpayer everywhere 
else. But it is not a yardstick. 


HE item of taxes is to be consid- 
ered first. 

In 1935 the TVA paid only $16,900 
on property and funds. 

The Tennessee Electric Power 
Company, one of the three constitu- 
ent companies of the Commonwealth 
and Southern, in the same period paid 
$2,113,292 taxes. 

The actual admitted investment of 
the TVA at this period was $151, 
000,000. 

The actual investment of the Ten- 
nessee Electric Power Company was 
in the neighborhood of $120,000,000. 

The paid-out difference in tax costs, 
to the advantage of the TVA, was 
$2,096,392. 

If it had been taxed at the rate paid 
by the TEP Company on its $151,- 
000,000 investment the TVA would 
have paid something like $3,000,000. 

The yardstick seems to be badly 
broken at the first test. 

The actual admitted investment of 
the TVA at this time is made up by 
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Charge-offs That Affect TVA Yardstick 


“Er the TVA sustains the honesty of the charge-off for 
navigation and flood control there can be no such thing 
as a yardstick in the Tennessee valley. Up to the present it rests 
on the unsupported assertions of the three directors and of the 
employees of the TVA, who are of course interested parties.” 





adding the $51,000,000 going value 
of the property turned over to it by 
the government, as fixed by an audit 
conducted by U. S. Comptroller Gen- 
eal McCarl, to the $100,000,000 cash 
actually spent by the Authority dur- 
ing the tax period of 1935. 


¥ pursuance of the administration’s 
determination to promote the pub- 
ic ownership of utilities the TVA 
slls primarily to municipalities which 


own their distribution plants. If the 
Federal government had not taken a 
hand many of these municipalities 
would be served by private companies 
which pay taxes. The private com- 
panies would have been obliged to pay 
out large sums in promotion as well 
asin physical construction. The Fed- 
tral government has made outright 
grants of from 30 to 45 per cent of the 
tost of many of these municipal plants 
and made long term, low-interest loans 
for much of the balance. 

Again the yardstick has had a piece 
tracked off. 


These towns and cities do not pay 
taxes on the systems they own, which 
is another way of saying that millions 
of dollars worth of property has been 
taken off the tax rolls. The seven 
states of the TVA area and their 
component counties and cities have 
been so injured by this fact that a 
movement is gathering strength to 
compel the TVA to pay an “equiva- 
lent” tax on its investment. The TVA 
is resisting. This will undoubtedly 
be more formidable when the present 
flood of easy Federal money has been 
dammed. The privately owned utili- 
ties pay taxes, of course. 

The TVA has boasted of the in- 
creased sale in electric appliances in 
its area. As a matter of fact such 
sales have been increasing for years 
before the TVA was born, but the 
promotion campaigns were necessa- 
rily costly. The privately owned com- 
panies spent what money they could 
wisely afford on them. The TVA has 
been able to charge promotional costs 
to the taxpayer, whether the taxpayer 
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liked it or not. In Tupelo, Miss., one 
of the centers of TVA activity, in 
1935, 504 refrigerators, 171 ranges, 
and 56 water heaters were sold. The 
TVA’s annual report shows a com- 
mercial and new business expenditure 
of only $1,875 for the period. That 
sum would not cover the wage cost 
of installation by one third. 


F  geeenigess must be called to cer- 
tain oddities of statement when 
TVA taxes are being discussed. Pres- 
ident Roosevelt said on November 12, 
1934, at Tupelo: 

“We are proving in this TVA that 
by using good business methods we 
can instruct a good many business 
men in this country.” 

An outsider must conclude that the 
wrong kind of instruction is being 
given the business men, however. Di- 
rector Lilienthal told the House Com- 
mittee on Military Affairs that 124 
per cent of gross revenue is normally 
allotted to taxes by privately owned 
utilities. He has asserted frequently 
that TVA is playing absolutely fair in 
tax payments. Yet if the Authority 
had paid the 12} per cent on gross 
which the utilities pay it would have 
contributed $70,400 in 1935 on its 
gross sales of $563,469. If this “good 
business method” is adopted by busi- 
ness men then the Federal budget will 
soon be more incredibly out of kilter 
than it is now. 

If the yardstick idea is to be hon- 
estly applied then the TVA must ac- 
count for the moneys put into its pow- 
er plant by the government. The 
TEP Company has no option in these 
matters. It is compelled to use cer- 
tain methods of accounting which as 
yet have been strangers to the TVA. 


If the TVA is permitted to reduce its 
capital investment account in order to 
lessen the annual overhead chargeable 
against it then the yardstick is a cheat. 


HE TVA bases its wholesale rates 
for electricity on an allocation of 
but $19,500,000. 

The audit value of the part of the 
plant chargeable to electricity is $51,- 
000,000, according to U. S. Comp- 
troller-General McCarl. If $100,000,- 
000 cash expended is added then the 
total allocation should be $151,000, 
000. 

The government’s total investment 
in the TVA, as planned at present, 
will be not less than $400,000,000. No 
one knows what the ultimate total 
will be. If Congress continues to 
grant funds, for the program contin- 
ues to expand, the difference be- 
tween the $19,500,000 which the TVA 
has accepted as a base on which to 
fix its wholesale rates and whatever 
the present total expended will be is 
charged off to navigation, flood con- 
trol, and other purposes. The en- 
gineers of the U. S. Army have re- 
ported that the business of navigation 
on the Tennessee river is hardly worth 
bothering about, and that the average 
annual flood damage is much less than 
$1,000,000, and that the greater part 
of this damage could be prevented at 
a comparatively trivial cost. 

But if the cost of the electric plant 
is to be charged under other heads 
then the yardstick is smashed again. 

Until the TVA sustains the honesty 
of the charge-off for navigation and 
flood control there can be no su 
thing as a yardstick in the Tennessee 
valley. Up to the present it rests © 
the unsupported assertions of th 
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three directors and of the employees 
of the TVA, who are of course inter- 
ested parties. The discrepancy is so 
marked that the suggestion has been 
made repeatedly that a board of un- 
prejudiced and qualified experts be set 
up to determine the actual going value 
of that portion of the plant which is 
used for the production and sale of 
dectricity. This suggestion has nev- 
er been entertained by the directors. 


S. Comptroller-General McCarl 

* after his audit ruled that in 
accordance with the prevailing prac- 
tie a 2 per cent charge for depre- 
tiation be made by the TVA on the 
established value of $51,000,000. 
This would amount to $1,020,000 an- 
nually. 

The TVA refused to abide by stand- 
ard practice and set up a depreciation 
reserve on the basis of 10 per cent of 
the gross earnings from the sale of 
power. There is at best but a faint 
relation between sales and deprecia- 
tion. Sales bring money into the cash 
box. Depreciation is a creeping dis- 
ease of the physical property. Up to 
June 30, 1934, the sum set aside as a 
depreciation reserve on the basis of 
10 per cent of the gross sales was but 
$82,618. 

Not much 1Sft of the yardstick. 


perace industry is compelled to 
pay interes{ when it borrows mon- 
ty. If the utilities had not borrowed 


there would today be no national wire 
network. The TVA pays no interest 
on the millions advanced by the gov- 
ernment. The government pays in- 
terest—of course—because it must 
borrow the money before loaning it 
to the TVA. Unless both principal 
and out-of-pocket interest are repaid 
to the government then the general 
taxpayer is the loser. 

Again the yardstick goes hay wire. 


M®* William M. Carpenter, econ- 
omist of the Edison Electric 
Institute, will be quoted in support of 
the contention that unless the cost of 
procuring capital is included in the ac- 
counting no yardsticking is possible 
between the TVA and the privately 
owned utilities. Mr. Carpenter com- 
putes the accumulated interest charge 
on the investment applicable to elec- 
tricity at Muscle Shoals as $1,465,- 
698, up to the end of June for the 
fiscal year 1935. His calculations do 
not include the Treasury costs in pro- 
curing the funds or the expense of the 
Comptroller-General’s auditing serv- 
ice. 

In 1935, he says, a total of 100,- 
681,142 kilowatt hours were sold 
from Wilson dam. Divided into $1,- 
465,698 this gives 1.45 cents for ev- 
ery kilowatt hour sold and constitutes 
the bonus given by the taxpayers of 
the United States toward the further- 
ance of the TVA in that year. He 


e 


under conditions which even remotely approximate those 


q “Tue TVA is not operating its plant at Muscle Shoals 


under which the plants of its privately owned competitors 
of the Commonwealth and Southern company carry on. 
Therefore it is not a yardstick.” 
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argues that instead of the price of 0.58 
cents per kilowatt hour sold by the 
TVA to municipalities and county 
power associations the actual cost was 
0.58 cents plus 1.45, or 2.03 cents, 
and this without any consideration of 
depreciation. 

That kind of a yardstick might 
catch gudgeons but it is not a meas- 
ure of comparative costs. 

Other inches are missing from the 
collapsible yardstick the TVA favors. 
Private utility companies are com- 
pelled to pay mailing bills. The TVA 
franks its bills, statements, advertis- 
ing, and letters. One of its very 
handsome advertising booklets, with 
the other things that go with it, has a 
mailing weight of about 36 ounces. 
The TVA laughs at the complaints of 
its privately owned rivals and sug- 
gests that it really hardly benefits at 
all by its franking privilege. Yet one 
of the larger utility companies found 
the mailing cost so burdensome that 
it sent bills to consumers in several 
cities by messenger until the govern- 
ment put an end to it, 


aes TVA also is the beneficiary 
of reduced freight rates on ma- 
terials used in the building of dams, 
power houses, and other facilities un- 
der the old land grant law. Even 
more important is its complete relief 
from the cost of insurance and dam- 
ages, all of which is borne by the 
United States Treasury. 

The constituent companies of the 
Commonwealth and Southern, in com- 
mon with utility men everywhere else, 
have asserted that if they were given 
the chance to meet the government- 
owned power plants in honest, cheat- 
free, audited competition, they can 
undersell and overserve their rivals. 
But they have not been given that 
chance. 

This article was planned as a dis- 
cussion of the TVA’s yardstick. But 
there is no such a thing. The scien- 
tists of the Bureau of Standards 
would go mad if they were asked to 
do their measuring by such a whimsi- 
cal device. Only Mr. Lilienthal and 
the two Morgans are intellectually 
equal to that chore. 





Utility Service on the Farm 


TwENTY per cent of the farm homes are equipped with radios, 35 
per cent with telephones. 


oe 


* 


Ficures showing that the American farmers prefer flivvers to electri- 
fication were released last fall by the Federal Rural Electrification 


Administration. 
* 


Ps 


Sixty per cent of the American farmers own automobiles while only 
15 per cent have homes equipped with electricity and the same percent- 


age have water piped into their 


es. 
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Latin America Looks at State 
Ownership of Utilities 


Uruguay's experience, in the opinion of the 
author, represents that policy at its best 
By SIMON G. HANSON 


HE stimulus to state ownership 
[is Latin America provided by 

the recurring attacks of admin- 
istration utility-baiters in the United 
States has served to focus attention 
on Uruguay’s experience with govern- 
ment-owned utilities. Although par- 
liamentary debates and newspaper dis- 
cussions usually mention the Uruguay- 
an system as an argument in favor of 
state ownership, no adequate study of 
ithas yet been made. 

State socialism in Uruguay dates 
back to the turn of the century when 
the country embarked on a program to 
diminate private and especially for- 
tign enterprise. Her electric light and 
power organization (Usinas Elec- 
tricas) has functioned under optimum 
conditions: the most stable political 
situation in South America, a popula- 
tion genuinely convinced of the ad- 
vantages of state enterprise, favorable 
basic laws that granted independence 


and freedom from excessive parlia- 
mentary pressure, and staffing with 
unusually capable men by successive 
administrations which sought to make 
it a showpiece and model for the 
larger commercial adventure to which 
the nation was being committed. 

It should be borne in mind, there- 
fore, that the Usinas Electricas rep- 
resent state ownership at its best 
rather than an experience which may 
easily be duplicated elsewhere in Latin 
America. And even here the case for 
state ownership is not conclusive. 


Que the original object of the 
state’s entry into the business was 
to provide cheap electricity through- 
out the country (buena luz y barata en 
todas partes aunque el estado no 
gane!) and since present-day agitation 
elsewhere is largely against allegedly 
excessive rates that yield excessive 
profits, we shall consider rates first. 
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A comparison with Argentina is 
feasible in view of the similarity in 
economic development and in prob- 
lems of electricity distribution. Both 
Argentina and Uruguay have one 
large city using a great quantity of 
electricity, a steam plant, and fuel 
made cheap by location on the coast. 
The consumption of the interior towns 
is low, industrial usage confined large- 
ly to railway shops, use of domestic 
appliances limited by a standard of 
living lower than the North American, 
and by the effect of customs duties and 
unfavorable exchange in raising prices 
of appliances ; consequently lighting is 
the main usage and the utilization fac- 
tor is low. 

There can be no doubt that consum- 
ers in Montevideo have benefited 
largely from state ownership. They 
have enjoyed the lowest rates in South 
America with the exception of large 


cities using hydroelectric power. 


HE comparison with the privately 

owned plants of Buenos Aires is 
especially favorable to Montevideo in 
the rates on domestic appliances but 
the advantage carries also to rates on 
light and power. 

Converting into United States cur- 
rency by using the free exchange rate 
for Argentina and the directed ex- 
change rate for Uruguay as of De- 
cember 27, 1935, and basing average 
monthly consumption on the Monte- 
video averages, the comparison is as 
follows: private lighting—Buenos 
Aires 7.7 cents per kilowatt hour, 
Montevideo 5.8 cents; domestic rate 
—Buenos Aires 7.2 cents, Montevideo 
1.5 cents on domestic appliances gen- 
erally and 1 cent on kitchen appli- 
ances ; power (which individual nego- 


tiations may cause great variations) 
—Buenos Aires 7.2 cents, Montevideo 
1.8 cents. 

Objection might be made to the in- 
flexibility of Montevideo rates for the 
twelve centavos rate on private light- 
ing has not been changed since 1912, 
Advances in the art, increase in sales, 
more efficient utilization of facilities, 
and a decrease in cost per kilowatt 
hour consumed from 3.91 cents in 
1911-12 (the last year before the 
state took control) to 2.98 cents in 
1929-30 might have been expected to 
call forth a lowering of rates. How- 
ever, private lighting rates were not 
changed and the rate for public light- 
ing actually was raised from 5.2 cents 
per kilowatt hour to 6.6 cents. 


HE policy of the Usinas Elec- 

tricas has been to stablize the 
price of private lighting; thus rates 
were not raised during the war when 
costs of materials rose nor in other 
periods when the depreciation of the 
peso lifted costs. It must also be 
pointed out that the privately owned 
companies of Buenos Aires have not 
varied their rates from the concession 
rate clauses. Thus for Montevideo 
state ownership has meant a rate 
stabilized at a highly satisfactory 
level. But this is only in the capital 
whose political leanings were always 
toward the state socialist party and 
where the bureaucratic organization 
centers. The record is a different one 
in the interior where political opposi- 
tion to the “Colorado” party has been 
strongest. 

While the main objective of the 
state monopoly was to hasten the dif- 
fusion of electricity facilities in the 
interior towns, this object was not 
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LATIN AMERICA LOOKS AT STATE OWNERSHIP OF UTILITIES 





Uruguayan Experience with Government Ownership 


6¢ HE advocate of state ownership may emphasize the exceed- 

ingly low rates in Montevideo, the fact that conswmers 
in the interior have not paid more than private service would have 
cost, and the passing into government hands of a very valuable in- 


dustrial property paid for out of profits. 


But he cannot fail to 


observe many undesirable features of the Uruguayan experience.” 





achieved. In 1927 when protests 
against the Usinas Electricas reached 
an unprecedented level, only twenty- 
six of the seventy-seven towns and 
cities were being served by the Usinas 
Electricas, eleven by privately owned 
plants, and forty were lacking in facil- 
ities. Of the twenty-six towns served 
by the Usinas Electricas six had pre- 
viously enjoyed private service. 


[* other words, in fifteen years the 
state had extended facilities to only 
twenty towns. And in one quarter of 
these towns power facilities were not 
yet available although it was the inten- 
tion of the legislators that the Usinas 
should lead the way in making some 


industrial development possible. The 
state organization has chosen to wait 
until demand was sufficient to mini- 
mize the chances of loss. It is true 
that the small consumption and the 
necessarily large investments made 


losses in many cases probable. Never- 
theless the ultra-conservatism of the 
management balanced against the 
openly admitted issue on which the 
people accepted state ownership— 
cheap facilities everywhere and soon 
—lays the Usinas open to criticism. 

In Montevideo the policy of charg- 
ing new subscribers with the cost of 
bringing service to their doors for a 
long time made the cost of electricity 
almost prohibitive in many sections of 
the city. 

A comparison of rates in interior 
towns is extremely difficult because 
the private plants operate on a differ- 
ent type of schedule from that of the 
Usinas. 

Probably the most acceptable state- 
ment on the rate question is that of- 
fered by the management of the 
Usinas Electricas in 1927 in a pamph- 
let entitled “La Gestion de las Usinas 
Electricas del Estado :” 
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We do not claim that the private com- 
panies charge more than the state plants. 
We can only assert that the Usinas Elec- 
tricas do not charge more than the private 
plants and that in eight cases we charge 
less than the cheapest private service in 
existence. 


HE Uruguayan consumer and 

the restless consumers of other 
Latin American countries can hardly 
enthuse at the argument that the state 
does not charge more than private 
plants. Some more definite benefit is 
being sought from state ownership. 
Nor does a comparison with Argen- 
tina afford any prospect of general 
advantage to be derived from change 
in ownership. Using the basis of cal- 
culation mentioned above, the follow- 
ing are the rates in a few representa- 
tive towns. Private lighting in 
Argentina: Jujuy 6.8 cents, Campana 
7.6 cents, Zarate 8.9 cents, Bolivar 
10.8 cents; in Uruguay, Salto 5.7 


cents, Paysandu 7.1 cents, Minas 8.5 


cents, Mercedes 9.4 cents. Power 
rates for the same cities in Argentina 
are: 4.9 cents, 4.9 cents, 5.4 cents, 
5.4 cents; in Uruguay, 4.1 cents, 3.6 
cents, 2.4 cents, 4.1 cents. 

In adopting private industry’s 
measuring rod of success—commer- 
cial profits—the state administration 
assumed that it would be able to resist 
political pressure which is inevitable 
when such a lucrative target becomes 
available. 


HE financial record of the Usinas 

has been good. In its first twen- 
ty years (data have not yet been pub- 
lished for the years since 1931-32) 
the Montevideo plant earned gross 
profits of $34,200,000 and the interior 
plants yielded a loss of $1,641,000. 
Adequate allowance was made for de- 
preciation and obsolescence. 


The contribution to general reve- 
nues of the state was probably some- 
what less than a private corporation 
would have paid in taxes, in view of 
the rising burden of taxation in Uru- 
guay and the unfriendly attitude of 
the government toward foreign cap- 
ital. Nevertheless the net profit of 
$14,987,000 which was plowed back 
into capital attests to a commendable 
efficiency of operations; it is a large 
yield compared with investment and 
compared with the usual yield on pub- 
lic utility investments in Uruguay. 

But the important questions are 
these: Can other Latin American 
countries operate an electricity service 
as efficiently as this one? And if so, 
if they accumulate profits by holding 
rates up to the level that private cor- 
porations might charge, is it reason- 
able to expect that these profits will be 
as carefully utilized as they were in 
Uruguay in predepression days. The 
changes in Uruguayan policy since the 
depression makes this seem doubtful. 
The existence of large earnings had 
early caused a demand for profit shar- 
ing which resulted in the distribution 
from 1924 to 1931-32 of $2,216,000 
among employees. 


HEN the financial difficulties of 

depression years became press- 
ing the government began to interfere 
with the Usinas and the interference 
grew after the coup d’etat of 1933; 
the annual contribution to the state 
was raised from $200,000 to 50 per 
cent of the profits and then to 80 per 
cent. 

Financial and political strain is 
more characteristic of other Latin 
American countries than of Uruguay 
but even here when the difficulties ap- 
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consumers in the interior have not 





reve- peared there was a strong temptation 
some- to milk the state enterprises. This in paid more than private service would 
ration turn had the disastrous effect of re- have cost, and the passing into gov- 
iew of moving the incentive to conservative ernment hands of a very valuable in- 
1 Uru- management. dustrial property paid for out of prof- 
ide of During the depression expansion in its. But he cannot fail to observe 
n cap- the interior has been speeded up. The many undesirable features of the Uru- 
fit of Usinas Electricas entered the mining guayan experience. 
| back field to exploit commercially unavail- The Usinas Electricas failed to 
ndable able resources with the idea of barter- meet the original purposes for which 
large ing minerals for imported fuels, and they were created. Service in the in- 
it and support has been accorded the enor- terior has not been materially cheap- 
n pub- mous hydroelectric project on the Rio ened. There has been a tendency to 
ay. Negro which would involve the invest- maximize profits rather than to im- 
iS are ment of over $40,000,000 and provide prove service and lower rates; and this 
erican facilities far exceeding present-day is exactly the point in the conduct of 
ervice needs of Uruguay. private corporations which is being 
if so, It would be well for legislators and criticized. 
olding newspaper critics to investigate the It has not been possible to disasso- 
e cor- Uruguayan plan beyond the super- ciate completely the treatment given 
eason- ficial observation of Montevideo rates different sections of the country with 
will be which has hitherto sufficed to win gen- the political tendencies of these sec- 
ere in eral approval for that system. tions. And the extreme difficulty 

The of protecting commercial profits from 
ice the HE advocate of state ownership legislative interference and from the 
bt ful. may emphasize the exceedingly eager hands of politically important 
s had low rates in Montevideo, the fact that groups has been a constant menace. 
 Shar- 
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Revenue Loss from Electric Cord Failure 


Ree 3 forty and fifty per cent of the service ™ made by electric 
companies for domestic customers are caused by cord failures on 


10 per 
0 per 


household appliances, according to the Electrical World. These service 
calls cost the average electric company anywhere from one to three 
dollars each and multiplied by the number of calls made daily through- 
out the country run into a very large sum of money in the course of 


in is the year. But this is only a part of the loss to the utilities. Many 
Latin appliances that get out of order are set back in a corner out of use 

and that means that that particular appliance no longer returns 
uguay revenue to the utility. Cord failure, therefore, takes a heavy toll 
sa in loss of service to the householder and income to the industry. Pe- 
eS ap- riodical cord inspection, therefore, might well yield profitable results. 
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The Municipal Utilities 
and Their Mission 


Their existence, in the opinion of the author, is fully 
justified, and their conception, operation, and manage- 
ment grossly misunderstood. 


By R. E. MCDONNELL 


the space in our trade magazines 
is devoted to the activities and ac- 
complishments of the privately owned 
utilities, it is not unlikely that many 
readers fail to realize or appreciate 
the worth-while service that has been 
and is being rendered by our munici- 
pal utilities—particularly those deal- 
ing with water, gas, and electricity— 
throughout our nation. The extent 
and character of this service can be 
very effectively illustrated with respect 
to the new interest now centered in the 
electric utility business and the con- 
sumption of electricity in the home. 
The water utility business has been 
almost wholly a municipal enterprise. 
The perfection of water treatment 
methods and the improvement of the 
reliability of water service must be 
credited to those individuals charged 
with the management of the municipal 


eo as a major portion of 


water systems. To a lesser extent, 
municipal properties have participated 
in the development of the gas business. 
Now, with the electric utility business 
assuming what appears to be a broader 
importance in the matter of service to 
mankind, perhaps it is timely to meas- 
ure, in a way, the part that the munici- 
pal utility is playing in this field. 

The general public at this time is 
particularly electric-household-appli- 
ance minded. This fact can be very 
readily verified in this way: Inquire 
of your friends, your friends’ wives, 
what their next substantial purchase 
will be. A large proportion of the 
answers will include electricity-con- 
suming devices. A great many people 
have come to appreciate the increase in 
personal comfort to be derived from 
the use of more electricity in the 
home. 

The electric utilities are making 
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every effort to convert this interest in- 
to plant load and operating revenue. 
To some extent the municipal proper- 
ties lack the profit motive that is in- 
herent in private operation, but they 
have come to realize (particularly in 
the recent years of economic distress ) 
that it is their duty to make more of 
the advantages of electricity available 
to more of their customers. They 
have caught the spirit of “the more 
abundant life.” 


HE present widespread interest in 

electrical appliances for the home 
must be credited to a very great ex- 
tent to the Tennessee Valley Author- 
ity. By encouraging the manufacture 
and distribution of lower cost appli- 
ances, and by introducing a domestic 
all-purpose rate which is so low that 
general consternation followed its an- 
nouncement, the Tennessee Valley 
Authority has, within the short period 
of its existence, aroused a degree of 
interest that could hardly have been 
accomplished, even with intensive ad- 
vertising, by any group of private in- 
terests. 

This is not to say that this interest 
is entirely new. Perhaps it is more 
correct to say that our perspectives 
and our horizons have undergone a 
major adjustment, and that we have 
come to measure the potentialities in 
broader terms. Some ten years ago 
the goal for the domestic consumer, in 
most sections of the country, was 700 
to 800 kilowatt hours per year; now 
the industry has increased this goal 
three and fourfold. The electrical 
home has assumed a broader signifi- 
cance. 

Most of us recall in a general way 
the history of the introduction and 


adoption of electrical domestic appli- 
ances. Prior to 1918 the use of elec- 
tricity in the home was confined al- 
most wholly to lighting and small ap- 
pliances. Electric ranges came along 
about 1920; the electric refrigerator 
in 1925 and 1926. Refrigerators of- 
fered less sales resistance than the 
range, and moved more quickly into 
the load-building scheme. The radio 
began to contribute its bit in 1927 and 
1928. 


Quem for records of pioneer- 
ing in these fields we find that the 
municipal property at Seattle was one 
of the first to promote electric cook- 
ing. In 1912—remembering that 
ranges became a major influence on 
consumption about 1920—the Seattle 
municipal utility bought 60 electric 
ranges and sold them to a correspond- 
ing number of customers, absorbing 
the cost of installation. Some of these 
ranges are still in use. The record of 
the Seattle municipal property since 
that time is pictured in these figures: 


Domestic ; 
Consumers Ranges Saturation 


56,845 954 
73,537 4,850 

Jan.1,1930 82,839 21,389 25.8% 

Jan.1,1935 79,624 26541 33.3% 

One range for every three domestic 
customers, an enviable record in light 
of the national average of one range 
for every thirteen customers. 

Part of Seattle is served by a pri- 
vate utility which claims 16,000 con- 
nected ranges. With 28,000 on the 
city lines at the first of this year the 
combined total is 44,000 ranges for 
375,000 inhabitants. This western 
city seems to have a rightful claim to 
greatest saturation of ranges. Cer- 
tainly they have the largest number of 


Date 


Jan. 1, 1920 
Jan. 1, 1925 
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any city in this country, irrespective 
of population. 

However, participation in the ad- 
vantages of the electric home by the 
consumers requires more than fore- 
sight and sales effort on the part of 
the utility management. Costs must 
be commensurate with the service ren- 
dered, competition of other fuels must 
be met, and rates must be proportioned 
to encourage the use of appliances. 
Lacking some of the tools of mer- 
chandising available to the private 
utilities the municipal properties have, 
in many cases, made the reasonable- 
ness of their rates their best advertise- 
ment for appliance sales and their best 
aid in load building. 


ee a recent survey of electric range 
usage the rates applying to some 
13 million domestic customers in this 
country were analyzed with respect to 
their cooking costs, using as a basis 
for comparison the cost of 125 kilo- 
watt hours per month after allowing 
for other household usage. The range 
of this cost was found to be as fol- 
lows: 
Less than 12¢ per kw. hr.— 
2% of the customers 
Less than 2¢ per kw. hr.— 
26% of the customers 
Less than 24¢ per kw. hr.— 
63% of the customers 


Less than 3¢ per kw. hr.— 
92% of the customers 


Excluding Canadian properties, 


there were five municipal properties 
included in the survey. These cities 
and their cooking rates were as fol- 
lows: 


Los Angeles, California 

Jacksonville, Florida 

Seattle, Washington 

Kansas City, Kansas 

Tacoma, Washington 

As will be noted, the level of these 
rates was much below that of the aver- 
age for the country. In fact, the rates 
for these municipal plants and for the 
Canadian municipal properties were 
among the very lowest quoted in the 
survey. The cost of cooking under 
TVA rates, on a comparable basis, is 
1.8 cents per kilowatt hour. 

The larger properties naturally give 
more intelligent attention to rate mat- 
ters. This is particularly true of the 
municipal properties. But, as the oc- 
casion demands, the smaller proper- 
ties eventually follow the lead of the 
larger units. Rates for electric cook- 
ing should not exceed 2.5 cents per 
kilowatt hour. Apparently 65 per 
cent of the customers in the country 
have cooking rates which meet this re- 
quirement. 

Electric refrigeration has been giv- 
en slightly more recognition. Rough- 
ly, 85 per cent or more of the cus- 
tomers of the country have rates 
which offer no determent to this 
source of load and revenue. 


e 


fined almost wholly to lighting and small appliances. Elec- 


q “Prior to 1918 the use of electricity in the home was con- 


tric ranges came along about 1920; the electric refrigerator 


in 1925 and 1926. Refrigerators offered less sales resist- 
ance than the range, and moved more quickly into the load- 


building scheme. 
1927 and 1928.” 


The radio began to contribute its bit in 
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ow the electric water heater 
looms as the next real domestic 
joad builder. In general, without go- 
ing into the details of gas competition, 
hot water heating requires a 1 cent per 
kilowatt hour rate. Apparently only 
25 per cent or 30 per cent of our do- 
mestic consumers have favorable rates 
for this load. A recent survey, cover- 
ing 8 million domestic consumers, re- 
vealed a hot water heater saturation 
of of 1 per cent—between seven and 
ght heaters for every one thousand 
domestic consumers. The four mu- 
nicipal properties included in the sur- 
vey were, as follows: 
Los Angeles, California 
Lansing, Michigan 


Seattle, Washington 
Tacoma, Washington 


As the average would indicate, the 
saturation of few reporting companies 
exceeded 5 per cent. While the Cana- 


dian state and municipal electric utili- 
ties enjoy an advantage, due to the 
high price of other fuels in their ter- 
titory, they have demonstrated that 
many more water heaters can be 
placed in the homes if the cost, with 
relation to other fuels, is reasonable. 
The municipal property at Winnipeg 
has nearly a 50 per cent saturation of 
electric hot water heaters. 

Much has been said and written 
about the electric utility in Canada and 
particularly about the state-owned On- 
tario “Hydro” system. In any event, 
their record is impressive and offers 
interesting comparisons with our own 
results. Last year the average domes- 
tic consumption of electricity in this 
country was 666 kilowatt hours per 
domestic customer; the “Hydro” sys- 
tem sells 2} times this quantity. 
Their average is about 1,650 kilowatt 


hours per customer. While, as men- 
tioned above, the Canadian system has 
an advantage over most sections of 
this country, due to the high price of 
other fuels, their results do indicate 
that the domestic customer is eager to 
make use of much more electrical en- 
ergy than he is now using. 


sete this wide disparity in do- 
mestic consumption between the 
“Hydro” and the United States it is 
somewhat surprising to note that one 
or two load sources have had greater 
development here than in Canada. 
The subdivision of the average sales 
per customer illustrates this point as 


follows: 

United 
States 
kw. hr. 


“Hydro” 


Water heaters 

Ranges 

Refrigerators 

Radios 

Other major appliances .. 
Lighting 


That it is not impossible for us to 
approach or equal the Canadian re- 
sults is being proved at Tupelo, Mis- 
sissippi. This southern city of mod- 
erate means is using about 1,300 kilo- 
watt hours per year under the newly 
initiated TVA rates. If we will look 
at this result without bias, we will 
have to admit that a real social serv- 
ice has been rendered to the residents 
of Tupelo. Under the TVA rates 
they have been using two and one-half 
times as much energy as they formerly 
did, and the total cost is still only 
about 80 per cent of former total 
costs. 

The relation of the Tupelo con- 
sumption to the average for the coun- 
try is determinable from the curve il- 
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What Produced Municipal Plants 


wl Ginn struggle to establish municipally 
owned plants has been largely one of 
self-defense on the part of the municipalities, 
The desire to secure reasonable rates and pro- 
cure for the city financial relief has been the 
incentive almost universally that has led to 
the establishment of municipally owned plants. 
The rate regulation efforts were fruitless.” 





lustrating this article. This curve 
covers about 75 per cent of the domes- 
tic customers in the United States. 
As may be noted, 90 per cent of these 
customers use less than 800 kilowatt 
hours per year. And from a study of 
the basic information from which the 
curve was prepared it appears that 
most of the customers in the upper 
range of consumption are in the north- 
west and southeast, the lower rate cen- 
ters of the country (as evidenced by 
the rate map recently published by the 
Federal Trade Commission). In oth- 
er parts of the country, except in the 
case of very prosperous residential 
suburbs, very few communities exceed 
an average of 800 kilowatt hours per 
domestic consumer. 


HE writer knows intimately of 
the accomplishments of several 
municipal properties in the midwest- 
ern territory. The records of at least 
two of them—Rochester, Minnesota, 
and Springfield, Illinois—will serve 
to illustrate the part that these utili- 
ties are playing in the promotion of 
home usage of electricity. 
Rochester, the home of the Mayo 
Clinic, is somewhat above the aver- 
age in general prosperity. The 


Springfield property competes with a 
private utility. Both properties have 
enviable records of service to their 
customers. The extent to which the 
customers have taken advantage of 
their favorable rates and promotional 
activities is evidenced by these appli- 
ance saturations and average kilowatt- 
hour sales per domestic customer : 


Rochester Springfield 


Hot water heaters .... 
Ranges 
Refrigerators 
Average consumption 
per domestic 
1,075 kw. hr. 


customer 922 kw. hr. 


The Springfield property is giving 
further evidence of real pioneering 


foresight and initiative. Two homes 
in this city have passed through two 
trial seasons of electrical heating and 
have demonstrated that properly in- 
sulated 5- to 8-room houses can be 
heated on off-peak rates for $100 to 
$125 per season. Other homes are 
being constructed to make use of this 
new service. 

Certainly, opportunity for service is 
not being neglected here. The two 
properties that have been used for il- 
lustration are among the leaders in 
the promotion of customer usage, but 
others could be found that can equal 
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or better these records. Seattle and 
Tacoma, with sales of 1,100 and 1,200 
kilowatt hours per customer, are out- 
sanding examples of the accomplish- 
ment of the municipal properties. 
They are mentioned in every article on 
the subject. 


: pare municipal lighting utility is 
not new. There are 1,923 of 
them in successful operation in the 
United States. However, one would 
think, from the existing agitation, that 
municipal ownership was a new and 
untried venture, and largely a theory. 

The recent agitation regarding pub- 
lily owned plants has been increased 
and brought to the forefront through 
governmental activities giving their 
support and aid to the establishment of 
municipal plants. However, it is firm- 
ly believed that the cause of public 
ownership has not been enhanced or 
helped by the Federal activities, for it 
has merely opened the way to court in- 
junctions and delays that never before 
existed in the establishment of mu- 
nicipal plants. 

The struggle to establish municipal- 
ly owned plants has been largely one 
of self-defense on the part of the mu- 
| nicipalities. The desire to secure rea- 

sonable rates and procure for the city 
financial relief has been the incentive 
almost universally that has led to the 
establishment of municipally owned 
plants. The rate regulation efforts 
were fruitless. It involved the city 
in a long, expensive litigation; and, 
as a last resort toward procuring bet- 
ter service and reduced rates, many 
of the municipal plants were estab- 
lished. There are now in existence 
about 100 plants that are still compet- 
ing with privately owned installations, 


and I doubt if a single one of these 
cities would ever have undertaken the 
building of a competing plant except 
as a last resort—having been forced 
into this position through the refusal 
of the company to make any sort of 
concessions or offers to sell their prop- 
erty after the people had overwhelm- 
ingly expressed through the ballot a 
desire to own and operate the utility. 


HERE are many fallacies, mis- 

conceptions, and much lack of 
knowledge relative to the operation 
and management of municipal plants. 
The spreading of this misinformation 
has been largely the work of the paid 
utility propagandists, often fostered 
and financed by the holding compa- 
nies. A review of some of these fal- 
lacies credited to the municipal plants 
and their management and operation 
may be of interest : 

Anyone having the temerity to 
speak out in defense of city light and 
power plant management and opera- 
tion is charged as being a “socialist,” 
“communist,” “red,” and “wild- 
haired,” generally. As a matter of 
fact, these same municipal officials or 
citizens probably know nothing what- 
ever of the theory, practice, or prin- 
ciples of socialism, communism, etc. 
The municipal movements have no 
connection or affiliation with such 
groups. 

If public ownership could be 
charged with being socialistic, then, 
as it is applied to municipal water- 
works installations, it would show 
that 73 per cent of our American cities 
are socialist minded, and that almost 
all of our large American cities are 
dominated by socialism. The munici- 
pal operators, managers, and superin- 
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tendents are universally looking to 
good load factors, high efficiencies, 
fuel economies, and lower generating 
costs. One would think they were a 
lot of incompetent political ap- 
pointees if he listened to the propa- 
ganda spread over the country. The 
tenor of office of these managers, op- 
erators, and superintendents is as long 
as the managers of the private instal- 
lations, if not longer. The long years 
of service and the established records 
of superintendents and managers of 
municipal plants in such cities as Los 
Angeles, Kansas City (Kansas), Se- 
attle, Lansing, Colorado Springs, and 
Tacoma, as well as many other cities, 
explode this fallacy. In our munici- 
pal water plants we have many man- 
agers who have served for twenty- 
five, thirty, and even up to fifty years 
in these departments, and yet the par- 
tisan advocates of the utilities would 
have you believe these positions are 
all changed with every election. 


HERE is no monopoly on the 

brains or ability serving either 
the private or the municipal plant. 
There is that same high-class service 
and loyalty existing in both the mu- 
nicipal and the private installations. 
The real battle and fight between pub- 
lic ownership and private ownership 
is not among the managers, operators, 
and engineers who have a wholesome 
respect for each other, but it is large- 


e 


ly the work of the professional propa- 
gandist, aided, abetted, and often 
financed by holding companies, finan- 
cial groups, and speculators who are 
manipulating securities. It is like 
many of our wars which would not 
have existed except for the activity 
and agitation of the munition makers, 
The army of operators, managers, 
and superintendents are not anxious 
or desirous of fighting each other, but 
are forced into this position by those 
in control of the holding companies. 
Competitive light and power opera- 
tion is just as distasteful and undesir- 
able from a municipal standpoint as it 
is from the private standpoint. No 
city willingly goes into competitive 
operation. It is a condition forced 
upon them by the arrogance of the 
companies and their refusal to give 
to the electric users their fair share or 
benefit of reductions in the art of 
producing and distributing electricity. 


HE press of the country has been 

so fully subsidized through paid 
advertising from the large privately 
owned companies that it is a rare 
thing to see any complimentary com- 
ment on the splendid operation, effi- 
ciency, and management of the mu- 
nicipal plants. The old saying is still 
true, “Where an editor’s treasure is, 
there will his editorial policy be also.” 
It is almost an unheard-of thing for 
a newspaper nowadays to give sup- 


domestic load builder. In general, without going into the 


q “Now the electric water heater looms as the next real 


details of gas competition, hot water heating requires a 


one cent per kilowatt hour rate. 


Apparently only 25 per 


cent or 30 per cent of our domestic consumers have favor- 


able rates for this load.” 
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THE MUNICIPAL UTILITIES AND THEIR MISSION 


port to public ownership; and the 
pond issues that are being carried for 
these public projects are carried in 
site of the opposition, and without 
the aid of the local press. 

We see organized at all these elec- 
tions so-called “Citizens’ Taxpayers’ 
league,” “Citizens’ Protective 
league,” etc, which are merely 
groups performing under the high- 
sunding names at the instigation of 
the utilities. These groups, financed 
by the utility companies, have at- 
tempted to convey the impression that 
they are really outstanding citizens in- 
terested in the welfare of the com- 
munity. Even their exposure and ad- 
mission as to their being financed by 
the utility companies have not lessened 
their activities. The sales managers 
and equipment salesmen of Diesel en- 
gines, generators, boilers, condensers, 
and other electrical equipment are just 
as keen and desirous of selling their 
equipment to the municipal plants as 
to the private plants. These men 
often express humiliation and embar- 
rassment that their holding company 
and management attempt to discredit 
public ownership, while they, on the 
other hand, are endeavoring to sell to 
the hundreds of municipal plants their 
very best equipment and service. 


[' it were not so tragic it would be 
laughable to see how private utili- 
ty companies flock to the legislature 
(both state and national) to prevent 
the municipalities having the very 
same privileges that the private com- 
panies already enjoy. For example: 
They will bond their private utilities 
and issue securities to the breaking 
point, and yet, at the same time, will 
spend millions of dollars in trying to 


influence legislation to prevent a mu- 
nicipality issuing any revenue bonds 
against the utility, itself. It is all 
right for the private utility, but all 
wrong for the municipal utility. 

Notwithstanding this opposition, 
28 states now have laws permitting 
the issuance of revenue bonds so that 
utilities may be extended, improved, 
and built out of the revenues only, 
and without any general obligations 
against the city. 

The private power interests have 
shrewdly placed in nearly every city 
in the United States their executives 
throughout the service clubs and 
chambers of commerce, thus auto- 
matically controlling and killing open 
forum discussions of the merits of 
either private or public ownership. 
In my thirty-nine years of engineer- 
ing service, rendered to over 750 mu- 
nicipalities, I have encountered but 
one city where the chamber of com- 
merce was free, unhampered, and en- 
thusiastic for public ownership. I 
doubt if you could find a chamber of 
commerce in America that does not 
have on its directorate a number of 
private utility executives whose pur- 
pose is to dominate and control the 
utility policy. 


HEN it comes to rates the mu- 

nicipal plants have been the 
pace-setters in reducing rates; and, as 
generation and distribution costs and 
fixed charges are reduced, the munici- 
pal plant customers have been given 
the benefit of this reduction. 

The rate reductions of municipal 
plants are invariably free and volun- 
tary, while the rate reductions of pri- 
vate plants are often resisted for 
years in the courts and before com- 
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missions. Our New York commis- 
sion has one case that has been pend- 
ing for over twenty years, and is still 
unsettled. 

Municipalities have learned that the 
quickest way for a rate reduction is 
to establish proceedings toward a mu- 
nicipal plant. Reductions in rates 
that were heretofore declared impos- 
sible and would, as the companies 
claimed, lead them to bankruptcy, 
have been given—in some cases three, 
four, and even five reductions—in an 
effort to head off a municipal plant. 
Then, as surprising as it may seem, 
after the municipal plant has been es- 
tablished, the company meeting the 
reduced rates is, in many cases, enjoy- 
ing better revenues under these re- 
duced rates than formerly. Both mu- 
nicipalities and companies seem to 
have been slow to learn that increased 
production and revenues are procured 
through having electricity and appli- 
ances at a sufficiently low cost that 
they can be used and enjoyed. 

The outstanding difference and the 
resulting advantage to the municipal 
plants are the retirement of their bond 
issues and the reduction of their fixed 
charges, which give the municipal 


plant a constantly lower and lower 
rate. 


HE municipal plants are far from 

perfect. They have seen their 
mistakes and are correcting them, 
Their battle has been largely one of 
self-defense; but, universally, they 
have been advocated, established, and 
maintained by high-minded, well- 
meaning citizens who have considered 
the question from a purely business 
standpoint. 

The record of the municipal plants, 
themselves, is the best propaganda 
that the municipalities can offer as to 
the success of public ownership. Their 
existence is believed to be fully jus- 
tified, and their conception, operation, 
and management grossly misunder- 
stood. 

With outstanding records of hun- 
dreds of municipal plants at the pres- 
ent, the refreshing thing about it all 
is that the municipal properties have 
a keen appreciation of their responsi- 
bility to mankind. They realize that 
it is their mission to bring a full 
measure of comfort to the home at 
reasonable cost. And they are bend- 
ing to the oars with this their goal. 





Maybe the Power Trust Is Back of It All 


ft much enlightenment after school hours and a charwomen’s feud 
are irking some of the citizens of Parma, Ohio, who have to pay 
It all came about when one citizen noticed that the State 
Road School in Parma was lit up like a Christmas tree from cellar to 
roof every night. Becoming annoyed at the thought of a rapidly ticking 
electric meter, he complained to a member of the school board who in 


school taxes. 


turn asked Custodian George Weiss “how come.” 

“It’s this way,” Weiss told the board. “The ordinary way of cleaning 
a school building is to have all the women work in one, or perhaps two, 
rooms at the same time. 

“But in my building the cleaning women are all mad at each other. 
I don’t dare have more than one woman in a room at a time. That’s 
why there are so many lights on at once.” 

Weiss said he had done everything he could think of to bring peace. 

The board, while sympathizing with the taxpayer, was unable to help 
Custodian Weiss. 
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Do Municipal Electric Plants 
Really Pay? 


An Important Question for Taxpayers 


Tue following article is prompted by the fact that the Federal government 

has aided, if not encouraged, a large number of small communities to enter 

into competition with various electric companies in a highly technical business, 

and the author questions whether the business of the various communities is 

sufficient properly to support the proposed enterprise, retire the indebtedness, 

and keep the plant in condition to render adequate service when publishing 
rates as low or lower than those of the private plants. 


By HENRY EARLE RIGGS 


that the Federal government has 

been giving to the promoters of 
municipal electric light and power 
plants in dozens of communities 
throughout the United States during 
the past two years, and of the obvious 
disinclination of officials of the pres- 
ent Federal administration to give 
serious consideration to argument or 
proof that many such plants are 
doomed to almost certain failure, it 
appears to be a proper time to discuss 
the whole question of municipal own- 
ership of electric utilities and review 
the available facts developed by those 
plants now in existence. 

It may be argued that this phase of 
governmental activity in matters elec- 
tric is too small to merit much dis- 
cussion. ‘As of October, 1935, the 
latest available figures, the Power 


[" view of the support and backing 


Program of the United States Gov- 
ernment was as shown in Table 1, 
page 364. 

In addition to these projects esti- 
mates for rural electrification and va- 
rious rate, power, and river utilization 
surveys, and for committees dealing 
with the subject add another $102,- 
425,000. Furthermore, the Grand 
Coulee project is included in the above 
figures at $60,000,000, but this only 
covers preliminary construction work 
and the estimates of completed cost 
are said to exceed $300,000,000 for 
the power project and vastly more for 
the completed irrigation project. 


po these figures it appears that 
the government is committed to a 
power program which will ultimately 
cost from one billion and a quarter to 
one billion, four hundred million dol- 
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TABLE 1 


Nine Federal projects (including Boulder dam) = 302,000 $403, 
State and district projects (8 states) 


Municipal projects 


Total construction projects 


lars, of which some five hundred mil- 
lion dollars have already been ear- 
marked, leaving for future appropria- 
tion or allocation something like eight 
hundred million dollars. 

In the light of these impressive 
figures thirty-six million dollars is 
“mere cigarette money,” less than 3 
per cent of the total. 

But the “municipal project,” the 
new electric light plant for the old 
home town, is something that is very 
close to the pocketbooks of the con- 
sumers of electric energy and the tax- 
payers. If the plant is a success, if it 


can give good service at rates no high- 
er than those of the large power com- 
pany, with adequate allowances for 
necessary upkeep and replacements, no 


one has cause for complaint. If it is 
not a success, if the burden of paying 
fixed charges and bond retirement can- 
not be paid out of revenues, then the 
taxpayers must make good. If re- 
placements are not made and the plant 
is allowed to get into such condition 
that service is poor or irregular, or if 
rates are excessive, and the burden of 
paying for current for street lighting 


Total Estimated Appropriations, 
Cost Loans, and Gifts 
860,000 
54,658,754 
27,316,297 


$485,835,051 


116,600,754 
36,000,000 


$1,028,902,754 





and water pumping is put on the con- 
sumer, then the cause for complaint is 
his. 


HIS being true the citizens of 

every community have a right to 
be fully and honestly advised as to all 
phases of the question before under- 
taking any such adventure. 

The $27,316,297 allocated to mu- 
nicipal projects is analyzed in table 
below : 

It would appear, as a general prop- 
osition, that where a city is already 
served by a municipal plant, and ex- 
tensions or expenditures for modern- 
ization appear to be necessary to the 
city officials in charge, that little if any 
ground would exist for challenging 
the propriety of granting Federal 
funds for the purpose under existing 
conditions. 

A new competitive plant in a com- 
munity already served is quite another 
matter. Putting aside entirely all 
arguments usually advanced by the ex- 
isting company, such as—that a large 
investment is destroyed, such as—that 
any unfair rates or practices can be 


e 


For new competitive plants in cities now served by 
commercial (privately owned) power companies $11,997,516 $7,444,031 
For extensions to or improvements of existing non- 
competitive municipal-owned power properties 4,479,500 3,395,250 


$16,477,016 $10,839,281 


Loan Grant 





Total loans and grants 





DO MUNICIPAL ELECTRIC PLANTS REALLY PAY? 


adjusted by existing commissions, or 
that employees resident in the town 
will be thrown out of work, and look- 
ing at the subject solely from the in- 
terest of the taxpayer and power user, 
these questions may properly be 
asked : 


I’ the business of this community 
sufficient properly to support the 
purposed enterprise, retire the indebt- 
edness, and keep the plant in condition 
to render adequate service when pub- 
lishing rates as low or lower than 
those of the private plants? 

What has been the experience of 
other communities, of comparable size 
and similar characteristics, which have 
gone into the light and power busi- 
ness? 

The answer to such questions is not 
usually to be found in the reports of 
men who are most active in promoting 
the building of such plants. Equip- 


ment firms desirous of selling their 
wares, and engineers who want work 
too often refrain from giving adverse 
reports when there is a border line 
case. 

An examination of the detailed in- 
formation as to Federal loans and 
grants for competitive electric plants 
given on the most recent map issued 
by Pusiic Utitities ForTNIGHTLY 
shows that, excluding projects where 
water is involved, and classifying by 
population groups, the projects shown 
below in Table 2, have been approved. 


HUS it appears that of the $18,- 

040,947 loans and grants listed in 
the eight groups 73.03 per cent is as- 
signed to small cities and villages. It 
is in the larger cities capable of build- 
ing plants of ample capacity to fur- 
nish not only residential and commer- 
cial energy, but industrial power in 
large quantities that there is the 
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TABLE 2 


Group 
I 


II 
and 100,000 


III Cities with population between 


and 50, 


IV Cities with population between 


and 25,000 


Chiat Grant 

$650,000 
231,500 
235,500 


830,727 


Loan 


Cities with population in excess of 


1 $1,950,000 
2 80,500 
55,500 

831,000 





Total loans and grants in cities over 


$2,917,000 $1,947,727 


Communities with population between 


7,000 and 15,000 


$5,068,846 $2,897,031 


Communities with population between 


4,000 and 7,000 


1,611,000 787,408 


Communities with population between 


2,000 and 4,000 


622,300 923,470 


Communities with population less than 


? 


663,370 602,795 





Total loans and grants, communities 


of less than 15,000 


Grand Total, 8 groups of communities 78 


67 $7,965,516 
$10,882,516 


$5,210,704 
$7,158,431 
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greatest likelihood of success for such 
a plant. 

Whether this governmental gen- 
erosity is a good thing for these small 
communities or not will only be 
known with absolute certainty fifteen 
or twenty years hence. I am very 
definitely of the opinion that in the 
majority of these cases this apparent 
generosity will turn out to be a curse 
instead of a blessing and that the net 
result will be to add to the already 
large list of little towns which own 
obsolute, illy maintained, inadequate, 
and unprofitable plants which give 
most unreliable and unsatisfactory 
service, many of, them at high rates, 
and none of them with enough earn- 
ings to better their condition, or with 
sufficient capacity to develop the in- 
dustrial power which would attract in- 
dustry and build up the community. 
Before I state the reasons for the faith 
that is in me and undertake to prove 
my thesis there are three things that 
need to be said to make my back- 
ground and position on this question 
perfectly clear. 


Fe: I fully recognize the fact that 
there are some very excellent mu- 
nicipal electric plants, possibly as 
many as fifty of them, which have 
well-designed, well-built and reason- 
ably modern plants of adequate capac- 
ity, and which are operated by highly 
skilled and competent managers, op- 
erating under nonpolitical boards 
with a good degree of continuity of 
service and policy. There is another 
and possibly larger group, with per- 
haps as many as a hundred plants, 
which can be classed as good, as to 
plant, management, and policy. 

A number of the plants in the two 


classifications just referred to publish 
rates that are as low or lower than 
those of the commercial companies in 
the territory. All of these plants 
show adequate earnings, make proper 
provision for upkeep and replacement, 
give good service and are fairly and 
properly a matter of pride to the offi- 
cials and citizens of the community. 

There is a third considerable group 
of which one might say that they justi- 
fy their existence and in the absence 
of any other means of getting elec- 
tric service can be classed as satis- 
factory. 


. must always be remembered that 
there are some 1,825 municipal 
plants in the United States, and that 
the three groups just referred to prob- 
ably do not include over 15 per cent to 
20 per cent of the total. Unless some- 
one can prove the contrary I shall con- 
tinue to class the rest of them as sorry 
mistakes. 

Nearly all of the plants in the three 
groups considered excellent, good, or 
justifiable will be found to be twenty- 
five to forty-five or more years old. 
They were built in the early days of 
the industry when it was a choice be- 
tween a municipal plant and giving a 
franchise to a group of promoters to 
build an isolated private plant in the 
community. They have retired all or 
nearly all of their indebtedness dur- 
ing a period of high or relatively high 
rates, and they are not competitive. 
What I have to say of a critical nature 
does not refer to these plants, and is 
not to be construed as opposition to 
public ownership per se, because I am 
not an opponent of wisely planned and 
well-administered public service utili- 
ties of any kind. 
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Misleading Municipal Plant Propaganda 


“ . . to assure the citizens that municipal 
plants give lower rates than commercial plants, 
to give out statistics as to average rates in effect 
in the country as a whole, or for groups of plants 
of mixed size in which most of the energy ts 
sold by large hydro plants, and apply those aver- 
age figures to towns of a few hundred or a 
few thousand people, is little short of a crime.” 





Goan Somewhat more than a 
year ago in an article in PusLic 
Uritities FortNIGHTLY I saw fit to 
comment on a certain publication and 
was roundly called down in private as 
an agent of the “power interests” and 
a paid opponent of the public interest. 
It may not be amiss to say that neither 
that nor this article has been suggested 
or financed by anyone but myself. 
Raised and brought up as an old line 
Democrat in a state that was strongly 
Republican, I learned early of “Wall 
Street,” the “trusts,” the “interests,” 
and a lot of other hobgoblins used by 
politicians. After ten years of rail- 
road construction I engaged in private 
engineering practice in the design and 
construction of electric railroads, wa- 
terworks, sewerage, and other munici- 
pal work, and for sixteen years was 
working, principally for the public, in 
sixty to eighty communities large and 
small in Ohio, Michigan, and Indiana. 
I believe that I know fairly well the 
strong points and weak points in our 
city and village administration in 
towns of from 100,000 population 
down to small villages. At the end of 
that sixteen years I became a teacher, 
and limited my private practice to val- 
uation and public utility problems, 


again doing much of my work for 
cities and state commissions. 

My conclusions have been reached 
after nearly fifty years’ experience of 
engineering work with a substantial 
background of mistakes made by my 
friends and myself in our youthful en- 
thusiasm. I believe that I understand 
fully the problems of our small towns 
and the reasons why so many of them 
are led into unwise enterprises. 


HIRD. I must again reiterate 

what I said in a former article. 
The weak point of public ownership, 
and that applies to Federal, state, and 
municipal projects equally, is that af- 
ter voting the money the public in 
many—probably most—cases gets no 
further information. 

Wrongheaded ideas of “home rule” 
cause most of the states to refuse to 
require publicly owned agencies of any 
kind to submit to regulation of the 
railroad or public utility commissions, 
particularly as to accounting and uni- 
formity and publicity of statistics. 

The Interstate Commerce Commis- 
sion got nowhere until it was given 
control of accounting and was in a 
position to know exact facts. The 
same is largely true of the state com- 
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missions in respect of the utilities. 
Regulation of accounting brought uni- 
formity of accounting and the adop- 
tion of sound and right principles and 
resulted in wholesome and helpful 
publicity. 


NTIL municipally owned utilities 
are compelled to adopt the same 
accounting rules, and are subjected to 
the same publicity that the privately 
owned ones use, we will never know 
the truth about most of them. The 
good ones have nothing to conceal and 
most of these keep proper records and 
give good local publicity. 

If the citizens of a town were given 
the opportunity to compare the statis- 
tics of their own plant, kept under 
commission supervision, with those of 
other and better plants, there would be 
many a revolution. 

If the state commissions can act in 
the interest of the public in matters 
affecting privately owned properties, 
and they most certainly have done so, 
they can equally cure many faults in 
the administration of publicly owned 
properties. 

I believe in state regulation, and am 
convinced by long experience that bet- 
ter results can be obtained by state 
regulation of these local utilities than 
could possibly be secured from any 
form of Federal bureaucratic control 
from Washington. Supervised ac- 
counting and uniform statistics will 
furnish a basis of comparison of our 
home-town plant with others that is 
wholly in the public interest. 


_ article is prompted by the fact 
that the Federal government has 
aided, if not encouraged, these sixty- 
seven small communities to enter into 
competition with various electric com- 


panies in a highly technical business, 
If that business is to succeed skilled 
and experienced management is essen- 
tial, and in these small towns such 
management is not likely to be se. 
cured. 

To build an isolated competitive 
plant, to borrow all or substantially 
all of the money under conditions im- 
posed by the government, to load the 
property with heavy fixed charges, in 
addition to normal operating expenses 
is only justifiable under extreme con- 
ditions of poor service or high rates, 
and only if sufficient rates can be 
charged to insure enough revenue to 
make the plant fully self-supporting. 

But to assure the citizens that mu- 
nicipal plants give lower rates than 
commercial plants, to give out statis- 
tics as to average rates in effect in the 
country as a whole, or for groups of 
plants of mixed size in which most of 
the energy is sold by large hydro 
plants, and to apply those average fig- 
ures to towns of a few hundred or a 
few thousand people, is little short of 
a crime. 


| ame the Federal government have 
reliable data as to the statistics 
of operation of the more than eighteen 
hundred municipal plants in the coun- 


try? Have the Federal agencies that 
approved the expenditure of more 
than thirteen million dollars in the 67 
small communities now building or 
contemplating competitive plants made 
a careful and critical analysis of the 
estimates of cost and estimates of rev- 
enue and expenses that were submitted 
with the application? Have these esti- 
mated figures been compared with the 
actual performance of competitive mu- 
nicipal plants in towns of the same 


368 





a ee: - ee = oe ee eee ee! 


anm wot coo Ue elUlCUelUC KOC 


siness, 
killed 
essen- 

such 
e Se- 


titive 
tially 
is im- 
d the 
eS, in 
enses 
con- 
rates, 
n be 
1e to 
ting. 
mu- 
than 
tatis- 
1 the 
s of 
st of 
ydro 
fig- 
ora 
t of 


DO MUNICIPAL ELECTRIC PLANTS REALLY PAY? 


size? Or even of noncompetitive 
ones? The writer’s quite limited ex- 
perience with these cases leads him to 
think that the answer to all of these 
question is “No.” 

In a few of the states, notably New 
York, Wisconsin, and Massachusetts 
the facts are of record with the com- 
missions. The Federal Power Com- 
mission in the short time it has been 
functioning has not yet had time to 
analyze and publish statistics of op- 
erating expenses. It has, however, 
studied rates and has published typical 
monthly bills for some seven assumed 
amounts of residential energy. 


he some years the engineering firm 
of Burns & McDonnell of Kansas 
City has been publishing a booklet en- 
titled “Results of Municipal Lighting 
Plants.” The second edition in 1933 
gave data relative to 222 plants, the 
third edition in 1934 covered 365 
plants, and the fourth in 1935 covered 
415 plants. 

The information requested from lo- 
cal plant officials obviously included 
age of plant, type, capacity, and maxi- 
mum demand; cost or value and 
amount of indebtedness; number of 
customers, revenue, and_ kilowatt 
hours of residential, commercial, pow- 
er, total sales to customers, street 
lighting, water pumping, and other 
municipal use; and operating ex- 
penses, Evidently there was no at- 


tempt to secure an analysis of operat- 
ing expense to show cost of produc- 
tion, distribution, utilization, or gen- 
eral expense, or to indicate payments 
for taxes or fixed charges or allow- 
ance for depreciation. 

The book shows the reported op- 
erating expense, which deducted from 
revenue gives a figure which is called 
“gross profit annually,” instead of 
gross income. Then in a majority of 
cases a further deduction of “interest 
and depreciation” is made, which is 
apparently a computation made by 
Burns & McDonnell based on an al- 
lowance of 4 per cent on reported val- 
ue for depreciation plus 5 per cent 
interest on reported debt. 


HIS volume gives many times 

more information relative to mu- 
nicipal plants than I have found any- 
where else. It covers plants all over 
the United States with nearly a dozen 
in Canada, Alaska, and the Philippine 
Islands. It has the advantage of rea- 
sonable uniformity of presentation of 
statistics and is a real contribution to 
our knowledge of municipal owner- 
ship. 

The fourth edition omits several 
pages of so-called analysis of a propa- 
ganda nature which was included in 
earlier editions, and is evidently a sin- 
cere effort to secure and present ac- 
curate statistics in regard to this class 
of plants. It obviously presents all 
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“UNTIL municipally owned utilities are compelled to adopt 
the same accounting rules, and are subjected to the same 
publicity that the privately owned ones use, we will never 


know the truth about most of them. 


The good ones have 


nothing to conceal and most of these keep proper records 
and give good local publicity.” 
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that give anything like complete data. 

It is to be regretted that the effort 
was not made to analyze operating 
expenses as fully as revenue, but pos- 
sibly the results would not justify the 
effort. A real service has been per- 
formed in collecting the mass of data 
that is presented. 

In view of the fact that this particu- 
lar engineering firm has been long es- 
tablished and is widely known, and 
that its members have been active and 
consistent advocates of municipal 
ownership of public utilities for many 
years, it would appear that no possible 
charge of antipublic-ownership bias 
could attach to any conclusions prop- 
erly to be drawn from the volume pre- 
pared and published by the firm. 


HAVE drawn off all of the informa- 

tion contained in the fourth edition 
in tabular form, classifying it into the 
eight population groups, described pre- 
viously. General information as to 
age, type of plant, etc., is available as 
to the majority of the plants. 

Of the cities listed in the book 9 
are outside of the United States and 
were omitted in making the analysis, 
and 66 gave such incomplete data that 
costs per kilowatt hour or per custom- 
er or kilowatt hours per customer 
could not be computed. They were 
consequently tabulated separately in a 
Group IX which gives such data as is 
available and the reasons for not clut- 
tering up the tables with these imper- 
fect records. 

The balance, 325 cities, were tabu- 
lated by population groups, and for 
every class of business, the total num- 
ber of customers, kilowatt hours, and 
revenue was drawn off and computa- 
tions made of kilowatt hours and rev- 


enue per customer and revenue per 
kilowatt hour. The cities in each 
group were then studied, and totals 
and averages determined for each 
group. 

HE three groups which include 

cities in excess of 25,000 popula- 
tion furnish quite complete data. Of 
26 cities in the three groups 21 give 
residential data, 16 commercial data, 
and 22 power data in complete form. 
The groups of smaller communities 
give much less information, data as 
to classified sales being available for 
less than half of the towns with 7,000 
to 10,000 population, and for a still 
smaller percentage in the three groups 
with very small population. 

Groups I and II which include cities 
with over 50,000 population have 
14 cities 5 of which are on the 
Pacific coast. All of them make a 
good showing of substantial business 
and low rates. Eleven of them are 
more than twenty years old. One is 
reported as nineteen years, one eight- 
een years, and one six years old. 
Seven of them are competitive. It ap- 
pears quite obvious that one of them, 
Columbus, Ohio, must have been built 
primarily for municipal service and 
sells surplus energy for power and 
commercial service, only incidentally 
selling residential customers. Out of 
a total of forty million kilowatt hours 
sold and used but two million kilowatt 
hours were residential. 


Pied III, which include cities of 
from 25,000 to 50,000 popula- 
tion, shows substantially higher rev- 
enue per kilowatt hour and among the 
12 cities are 2 with small power 
sales and high rates. Average revenue 
in cents per kilowatt hour for the three 


370 





€ per 
each 
totals 
each 


clude 
ypula- 

Of 
give 
data, 
form. 
Nities 
ta as 
= for 
7,000 
still 
‘oups 


Cities 
have 

the 
ke a 
iness 
| are 
ne is 
ight- 
old. 
t ap- 
hem, 
built 
and 
and 
tally 
t of 
ours 
watt 


s of 
ula- 
rev- 
the 
wer 
nue 
hree 


DO MUNICIPAL ELECTRIC PLANTS REALLY PAY? 





TAasBLe 3 


Residential 

Commercial 

Power 

Total sales to customers 
Street lighting 

Oiher municipal use 


Group I 
over 


100,000 


GroupII Group III 
50,000 25,000 
to 100000 to50,000 


Per kw.hr. Per kw.hr. Per kw. hr. 


3.77¢ 
not available 
1.83¢ 


Operating revenue per kw. hr. generated ... 
Operating revenue per kw. hr. sold and used 4 


Operating expenses before depreciation .... 
Operating expenses after est. of depr. ..... 


e 


groups appears on the analysis as 
shown above in Table 3. 

Only two of the plants in Groups I 
and II show a higher average residen- 
tial revenue per kilowatt hour than 
4.00 cents namely Jacksonville, Fla., 
4.47 cents, and Columbus Ohio 4.86 
cents. In Group III only one plant, 
Wyandotte, Mich., shows less than 
400 cents, three are between 5.00 
cents and 6.00 cents, and two in excess 
of 6.00 cents per kilowatt hour. 

In the absence of very complete de- 
tailed statistics of operation and state- 
ment of policy of these plants there 
appears to be no ground for any 
criticism, and the showing of available 
data is highly favorable as to the two 
groups of large cities. 


HE use of data derived from the 

statistics of the 14 largest city 
plants previously mentioned in esti- 
mating revenues and expenses to be 
hoped for in the case of a competi- 
tive plant in a small city of 15,000 
population or less is wholly improper 
and unjustified. Equally improper is 
it to use average revenues based on a 
considerable number of communities 
including these 14; yet the advocates 


1.55¢ 


of municipal ownership seem to have 
done that very thing. 

The effect of the use of such operat- 
ing revenues is clearly brought out by 
a study of total kilowatt hours sold 
and used in all of the towns reported 
by Burns and McDonnell. 

These figures are as shown in Table 
4, on page 373. 

Thus it appears that 293 cities use 
or sell in the year 1934 a total of 2,- 
676,807,420 kilowatt hours of which 
62 per cent is sold by 14. Conclusions 
based on such “weighted averages” 
are bound to be highly misleading. 
They are “weighted” with grief for 
the small towns, as I shall later show 
by a frightful example. 


AS of all of the groups seems 
to indicate that Group III (pop- 
ulation 25,000 to 50,000) is the bor- 
der line group, most of the plants 
there reported apparently being good. 
Of these 12 plants 4 are over forty 
years old, 6 are thirty-three to forty 
years, one is ten years, and one eleven 
years old. 

The statistics shown in Table 3 of 
the preceding article for the groups of 
the larger cities are in striking contrast 
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to those for the other five groups of 
smaller places as set forth in Table 5, 
page 373, of this article. All figures 
are in cents per kilowatt hour. 

The marked uniformity in each of 
these groups of total sales and sales 
per customer makes it very evident 
that classification is essential before 
any reliable average figures can be had 
for use in estimating. I question 
whether this has been done in connec- 
tion with many of the estimates of 
revenue and expenses of plants now 
being built. 


A analysis of the individual cities 
in each of the groups developed 
the fact that two or three of the 
groups of smaller cities contained 
plants that were clearly not compara- 
ble with plants in the ordinary com- 
munity of the same size. For exam- 


ple, Group V (7,000 to 15,000 popula- 


tion) shows results in 74 cities, all of 
which except 7 show total sales to cus- 
tomers of less than 2,000 kilowatt 
hours per customer per year, and with 
average cost per kilowatt hour varying 
from 2 cents per kilowatt hour to 
more than 5 cents, the average for all 
cities in the group being 1,385 kilo- 
watt hours per year at an average of 
3.54 cents. 

Modesto, California, a hydro plant, 
serves more than 3,500 rural custom- 
ers averaging 3,368 kilowatt hours per 
customer at an average of 1.83 cents 
per kilowatt hour. There is an un- 
usually large use of refrigerators and 
ranges, as well as pumping water. 
The condition is an ideal one which 
can never be realized in any of the 
county-seat cities of that population 
group. 

In like manner the hydro plants at 


Idaho Falls with an annual sale of 3. 
772 kilowatt hours per customer at 
1.88 cents per kilowatt hour and at 
Marquette, Michigan, with a sale of 
2,877 kilowatt hours per customer at 
1.98 per kilowatt hour are clearly not 
comparable. 

With those three plants out, the 
average sale for the group is 1,273 
kilowatt hours per customer at 3.79 
cents per kilowatt hour. With the 3 
cities included the average kilowatt 
hour per year sold to customers in 
cities of 7,000 to 15,000 was 4,310- 
000 kilowatt hours; excluding the 3 
the average is 3,873,000. 


— figures that develop on an 
analysis of these municipal plants 
tend to discount the roseate estimates 
of starry-eyed and optimistic youth 
that made the plans for a good many 
of the small plants that are securing 
their financing by means of govern- 
ment loans and grants. One estimate 
that came to my notice in the group 
of cities of from 7,000 to 15,000 pop- 
ulation was based on the sale of nearly 
double this amount of energy the first 
year and for the first five years would 
average two and one-half times this 
group average. 

It would appear that, if we are go- 
ing to have governmental participa- 
tion in the electric business, and par- 
ticularly governmental encouragement 
of the building of municipal plants, 
the people of these smaller communi- 
ties ought to have the protection of 
government rejection of all applica- 
tions that are based on insufficient es- 
timates of construction cost or widely 
optimistic estimates of revenue and 
expenses. The group of towns of 
from 7,000 to 15,000 population, for 
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Total Cities for 
Cities Which Data Total Kw. Hr. Sold 
in Group Is Given and Used 
1,483,655,808 kw. hr. 
181,730,328 “ 


1,665,406,131 


190,115,320 
213,288,073 
316,322,889 
168,144,282 
93,268,123 
30,262,602 


1,011,401,289 


* Group I population over 100,000; Group II population 50,000 to 100,000; 
Group III population 25,000 to 50,000; Group IV population 15,000 to 25,000; 
Group V population 7,000 to 15,000; Group VI population 4,000 to 7,000; 
Group VII population 2,000 to 4,000; Group VIII population less than 2,000. 


¥ 


TABLE 5 
Group Group Group Grou 
IV V* VIe® VII VIL 
15,000 4,000 2,000 Less 
to to to than 
25,000 7,000 4,000 
Residential 
Commercial 
Power 
Total sales to customers 
Street lighting 
Other municipal use 
Operating revenue per kw. hr. 
generated 
Operating revenue per kw. hr. 
sold and used 
Operating expenses before depre- 
ciation 1.68¢ 
Operating expenses after est. of 
depreciation .17¢ 


* Excluding three noncomparable plants. 
** Excluding two noncomparable plants. 
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example, includes in addition to the 
three noted as noncomparable, 11 
cities which sell more than 6,000,000 
kilowatt hours per year. 


HE 14 cities mentioned in Table 

6 on page 375, have plants which 
on every count are the outstanding 
ones in the group. Eleven of them 
show very low rates and a very low 
average revenue per kilowatt hour. 
None of them are competitive. Only 
2 of them are less than twenty-five 
years old. Only one has a consider- 
able debt, but that is the newest and 
in many respects the best of the lot. 
To assume that a new competitive 
plant in a town of 10,000 people can 
in its first five years average as good 
or better kilowatt-hour sales than 
any of these 11 plants is absurd and 
ought of itself to be sufficient reason 
to reject the application. 

The group of towns from 4,000 to 
7,000, Group VI, also includes 2 
very exceptional plants, and 16 that 
stand out in the matter of total sales, 
sales per customer, and average price 
per kilowatt hour. Turlock, Califor- 
nia, a hydro plant, serves an irrigation 
district in the Sacremento valley. Its 
total sales to customers amounted to 
127,709,265 kilowatt hours of which 
95,583,526 kilowatt hours were 
wholesale power sold to the Pacific 
Gas and Electric Company at 0.35 
cents per kilowatt hour and 32,125,- 
739 kilowatt hours sold to 6,295 un- 
classified customers at 1.17 cents per 
kilowatt hour. 


 onamaggen Wisconsin, a hydro 
plant, shows total sales of 25,- 
558,441 kilowatt hours of which over 
20,800,000 was power at 0.83 cents 
per kilowatt and over 2,750,000 to 


other utilities at 0.21 cents per kilo- 
watt hour. Obviously these two hy- 
dro plants should have no part in any 
analysis of this group. 

Including them, 70 plants show an 
average total sale of 4,045,000 kilo- 
watt hours; excluding them, the re- 
maining 68 plants average 1,910,041 
kilowatt hours. This is an excellent 
illustration of how averages may be 
extremely misleading. 

Space does not permit the presenta- 
tion of data relative to plants in this 
group or in the two smaller groups. 
It is sufficient to say that careful study 
of the statistics of small plants indi- 
cates that there is no more likelihood 
of successful public ownership of 
isolated electric plants in communities 
of less than 4,000 population than 
there is of private ownership. There 
still exists a considerable group of 
small independent isolated companies 
whose showing is on the whole very 
poor. 


HE analysis of the Burns & Mc- 

Donnell statistics shows for the 
eight groups the data as to total sales 
to all customers as shown in Table 7 
on page 375. 

It will be noted that in Table 7 there 
are three items shown for Group V 
and Group VI. The first shows data 
for the very exceptional hydro prop- 
erties that clearly classify with the best 
plants in the country. The second 
shows the complete group in the popu- 
lation classification and the third 
shows all of the plants that may rea- 
sonably be considered as normal in the 
population group. 


—_— studies of the Federal Power 


Commission published to date 
deal wholly with residential rates. An 
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ups Total Avg. Avg. 

a 99 Ageof Amount Kw.Hr. Kw.Hr. Rev. 

study Popu- Plant of toCus- perCus- per 

indi- City lation Years Debt tomers tomer Kw. Hr. 

hood Palo Alto, Cal. .... 13,652 34 $192,000 8,123,742 1,521 3.10 
Wallingford, Conn. 11,170 35 No data 1,647 3.72 

» of Winnetka, Ill. ..... 12,166 34 None 1,887 480 

lities Crawfordsville, Ind. 10,355 34 None 1,636 2.87 

th Frankfort, Ind. .... 12,196 25 None 1,427 2.93 

os Ottawa, Kan. 9,563 29 None 1870 242 

here Holland, Mich. .... 14,346 39 None 1,336 3.09 

> of Columbia, Mo. .... 14,967 31 No data 1,433 4.04 

ni Fremont, Neb. .... 11,404 39 None 1,706 2.92 

mies Painesville, Ohio .. 10,944 30 53,000 1810 2.52 


very Blackwell, Okla. .. 9,521 20 None 2,601 2.02 
and including those classed as not comparable, being hydro plants, 
Modesto, Cal. ..... 13,842 11 1,015,000 22,372,000 2,788 2.21 
Mc- Idaho Falls 9,429 34 62,000 9,334,500 3,772 1.88 
th Marquette 14,789 a4 None 11,596,000 2,877 1,98 
e 


sales ae 
le 7 


TABLE 7 
(1) (2) {3) (4) (5) 
Avg. Total Kw.Hr. Revenue Revenue 
No.of Kw.Hr. Sold per per per 
Cities per City Customer Customer Kw.Hr. 
8 2,525* $52.87* 2.09¢* 
6 33,275,646 1,608* 43.94* 2.73* 
10 12,052,750* 1,387* 47.06* 3.41* 
23 7,484,740* 1,374* 48.24* 
14,434,144 2,980 61.78 
4,201,080 1,383 47.00 
3,757,975 1,234* 44.23* 
76,633,853 169,563 109.08 
4,045,007 2,255 48.93 
1,910,040* 1,115* 44.26* 
1,001,300* 1,013* 43.66* 
548,300* 946* 42.89* 


*Items marked with an asterisk indicate normal average for population 
groups. 
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examination of the typical bills given 
in the reports of the commission indi- 
cates quite plainly that in most of the 
publicly owned plants special emphasis 
is laid on the small consumer, the 
patron whose monthly consumption is 
15 kilowatt hours, 25 kilowatt hours, 
or 40 kilowatt hours, and that the con- 
sumers of 100 kilowatt hours to 500 
kilowatt hours per month are apt to be 
charged very much more than the 
rates of the commercial power compa- 
nies. A study of residential rates as 
they appear on analysis of the Burns 
& McDonnell book discloses the aver- 


ages as shown in Table 8 on page 377. 


- The high cost per kilowatt hour and 
the low average consumption in Group 
III (population 25,000 to 50,000) is 
due wholly to small energy sales and 
high rates of the plants at Norwalk, 
Conn., Orlando, Fla., and Mishawaka, 
Indiana, the three of which show aver- 
age sales for the plants of 2,485,000 
kilowatt hours per year at an average 
of 6.15 cents per kilowatt hour. 


. must be remembered that these 
Burns & McDonnell figures, owing 
to incomplete returns from many 
plants, deal only with 315 plants which 
permit computation of total sales to all 
customers and 177 which show resi- 


dential sales. In view of the fact that 
the census of electrical industries of 
1932 gives 1,802 as the number of 
municipally owned establishments, and 
the 1934 publication of the Public 
Works Administration lists 1,861 city- 
owned plants as giving service avail- 
able to the community, the question 
may be very properly asked whether 
the small number analyzed give results 
that are typical. Fifty of these 1,861 
towns are shown as being served from 


other communities, and no meters ar 
shown. This makes the net total |. 
811 active plants. 

A further study was made by tak. 
ing the plants shown on the Burns § 
McDonnell fourth edition and adding 
to the list all plants which give reason. 
ably full data in the second and thir 
editions and which do not appear in 
the fourth. This gave a total of 436 
municipal plants. Then all of thes 
plants were checked on the PWA lis 
of cities. This list gives the name of 
the city or village, the county, the pop- 
ulation, the type, and kilowatt capacity 
of generating plant, indicates whether 
energy was purchased or not, and 
gives the number of meters. There 
is no data as to kilowatt hours gen- 
erated or purchased, revenues or ex- 
penses, or any other information ex- 
cept a few remarks as to ownership, 
competitive character of the plant, or 
whether service of one community is 
from the plant of another. It is a sub- 
stantially accurate list of publicly 
owned plants in the United States and 
nothing more. 


i of the plants for which statis- 
tical reports are available were 
noted on the list and all remaining 
plants for which no statistical data is 
available were classified under the 
eight population groups. The result 
was as follows: 


Groups 
I & II including all cities with popu- 
lation in excess of 50, . None 
III Population 25,000 to 50,000— 
Bay City, Mich., High Point, 
N. C., and Sioux Falls, S. D. 
IV Population 15,000 to 25,000 . 
V Population 7,000 to 15,000 bs 
VI Population 4,000 to 7,000 .. 
VII Population 2,000 to 4,000 .. 
VIII Population less than 2,000 ... 1,001 


Total municipal plants on which 
statistics are not reported 
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TABLE 8 


Avg. Residen- 
tial Kw. Hr. 
Sold per City 


No. of 
Cities 
15,186,258 
3,901,468 
2,902,935* 
1,594,570* 
288,148 
867, 


440,813* 
225,930* 


* Typical of group average. 


¥ 


TABLE 9 


Kw. Hr. 
Sold 


No. of 
Group Plants 
Exceptional Hydro 
Plants of V & VI 5 207,181,454 
I 8  1,483,655,808 
6 181,750,323 
190,115,320 
213,288,073 
289,413,304 
140,627,694 
93,268,123 
30,262,602 


Revenue 
er per 
Customer Customer 
788* $25.34* 
25.90* 
28.14 
27.42* 
33.08* 


34.27 
30.42 
30.23* 
29.49* 
30.00* 


Kw. Hr. 


Kw. Hr. Avg. 
per City Revenue 
41,436,291 
185,457,000 
30,291,700 
15,842,776 


$1,947,430 


720,600 1,196,943 





2,829,562,701 


Tasie 10 
5 mos. 1930 


Gross revenue less discount .. $28,411 
Operating expenses 10,826 


$69,201,322 


1931 1932 
$78,166 $79,562 
31,708 31,255 


Revenue 
per 
Kw. Hr. 
3.21¢* 
3.77* 

4.99 
4.55* 
5.40* 


3.48 
4.78 
4.88* 
5.37* 
6.37* 





SN SED ecu cucaceeses .. $17,585 


Loss capital asset 

Other deductions : 
Bond interest 
Other interest 
Bond discount 
Reserve bad debts 





$48,307 
$722 


61,354 
10,791 
1,299 
2,155 








Deficit before depreciation ... 
Depreciation 


$77,891 
31,433* 
34,338 


$76,321 
28,014* 
35,548 


$76,747 
30,071* 
36,000 








$65,771* $63,562* 


$66,071* 
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I think that it is fair to assume that 
officials of municipal plants that do 
not report their operations when asked 
to do so, especially when requested for 
a publication which was issued annual- 
ly for four years, and which could by 
no stretch of the imagination be con- 
sidered hostile to public ownership, 
have some substantial reason for not 
wishing to make a public record of 
their statistics, if indeed the smaller 
plants have records. 

My analysis of the Federal census 
figures of 1932 made when it was is- 
sued convinced me that except in the 
case of a small number of very excel- 
lent city-owned plants the rates given 
by such plants are higher than those 
of commercial plants. 


M* examination and analysis show 
very positively the small part 
that municipal plants play in the elec- 
tric industry in spite of having 52.5 
per cent of the “establishments.” And 
incidentally the 55.34 per cent of in- 
ternal combustion output indicates the 
source of a great deal of the propa- 
ganda for municipal ownership in 
small towns. 

Pages 60 to 63 of the Census Re- 
port show number of customers, cur- 
rent sold, and revenue from electric 
service for commercial and municipal 
plants, giving the total sales and the 
breakdown into classes of business. 
Average revenues for total business 
are shown as 2.7 cents per kilowatt 
hour for the United States average 
for commercial companies and 3.1 
cents per kilowatt hour for municipal 
plants. The municipal plant average 
shows higher than those of private 
plants in every one of the nine geo- 
graphical divisions, the highest being 


4.8 cents in the East South Centra 
division. 

The 294 plants tabulated from the 
Burns & McDonnell book make a dis. 
tinctly better showing than indicated 
by these census bulletin figures. Tak. 
ing the total energy sold, including all 
municipal use whether free or not, and 
total revenue, the showing is as fol- 
lows: [See Table 9, on page 377.] 


hy will be noted at once that the 8 
plants in Group I and the 5 hy- 
dro plants taken out of Groups V and 
VI as already discussed sell 60 per 
cent of all the energy produced by the 
294 plants. 

The remaining 281 plants sell 1, 
150,512,338 kilowatt hours at an aver- 
age of 3.21 cents per kilowatt hour 
which is a considerably lower average 
than that of municipal plants in any 
geographical districts except East 
North Central and Pacific as reported 
in the Federal Census. 

Evidently the plants answering the 
questionnaire are not really typical but 
on the contrary the best municipal 
plants in the country. Every munici- 
pal plant in cities of over 50,000 and 
all but 14 in cities of over 15,000 pop- 
ulation have submitted statistics for 
the Burns & McDonnell publication. 
The 1,360 plants in towns of less than 
15,000 population are obviously not 
so good. Those which have submit- 
ted partial statistics not capable of 
analysis are most of them far from 
good. The statistics given are, I be- 
lieve, the very best showing that can 
be made for publicly owned plants. 

When a similar analysis is made of 
residential sales the 178 cities in the 
eight groups which give the informa- 
tion show an average of 3.89 cents per 
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TABLE 11 


Kw. Hr. 


1,385,000 
3,651,000 
3,750,000 
3,555,000 


Revenue 


Kw.Hr. per Rev.per Rev. per 
Customer Customer Kw.Hr. 


2.051¢ 
2.141¢ 
2.121¢ 
2.163¢ 


3,470 4.30 
3,609 76.57 
3,402 73.63 


From Federal Power Commission Bulletin for Georgia 


15 
Kw. 
Hr. 


Minimum bill 
Kw. 
Amount Hr. 
Rates at Cordele 
Power Co. and 
Crisp Co. plant .. $1.00 none $1.58 
Georgia Power Co. 
Stand. elsewhere 1.00 15 1.00 
Georgia Power Co. 
objective elsewhere 1.00 15 1.00 


* Hours of use limited. 


25 
Kw. 
Hr. 


150 250 500 


Hi r. 


$2.03 
1.62 
1.45 


$2.70 $4.50 $4.84 $7.70 $10.20 
2.37 4.57 607 832* 10.32 
2.12 395 495 657 &57* 





kilowatt hour. If only cities less than 
50,000 population are considered the 
average is 5.02 cents and if only cities 
of 15,000 or less are taken into ac- 
count the average is 5.27 cents per 
kilowatt hour. The Federal Census 
figures are 4.7 cents per kilowatt hour 
for the United States; 4.6 cents for 
East North Central; 5.8 cents for 
West South Central (the highest) and 
3.3 cents for Pacific (the lowest). 


Pipe the conclusion is un- 
avoidable that the more than 1,- 
300 plants about which we know noth- 
ing would show an overwhelming per- 
centage with small sales, very low in- 
dividual consumption, and very high 
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rates, and would either bring up the 
average revenue per kilowatt hour 
substantially, or prove to be unprofit- 
able. The burden of proof is on the 
advocates of municipal ownership. 

I have referred to a large group of 
plants in the Burns & McDonnell re- 
port which do not give sufficient data 
to permit analysis. There are 65 of 
them, ranging in size from Lin- 
coln, Nebraska, 76,000 population, to 
Tombstone, Arizona, with less than 
1,000 souls. 

Most of these plants fail to report 
kilowatt hours sold. Many fail to re- 
port number of customers and none of 
them give enough data to permit com- 
parison with other plants. Ten of 
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them are less than five years old. 
Eleven are reported as competitive 
plants. Some of them cause one to 
wonder. 


AGRANGE, Georgia, 20,131 popula- 
tion, makes no report of kilowatt 
hours sold or customers but reports 
total revenue of plant $141,895. The 
average of the 23 cities which report 
in Group IV is $284,440. The plant 
is thirty-nine years old. 

Bloomington, IIl., 30,930, has a 
competitive plant said to be four years 
old. It reports: 

Total i, 15, 1930, to Jan. 31, 


Revenue 
Operating Expenses 


Gross Profit 
Interest & Depreciation ... 14,103 


Net Profit 3 yrs. 54 mos. ....... $22,192 


No data is given as to investment 
debt, kilowatt hours sold, or custom- 
ers. The average operating revenue 
of the 12 cities in Group III is $524,- 
000 per year. The 2 cities in the 
group making the poorest showing re- 
port $215,000 and $251,000. It would 
be of interest to know what arguments 
were advanced when this plant was 
built and what were the estimated rev- 
enues. Several other plants in this list 
indicate either that citizens of commu- 
nities have been led into construction 
in recent years that was ill advised, or 
that the old plants have had many, 
many years of unprofitable operation. 


NE case is such an excellent ex- 
ample that it cannot be lightly 
passed by. The Crisp county, Georgia, 
plant is reported to be four years old, 
a hydro and steam plant of 8,900-kilo- 
watt capacity, with a debt of $1,123,- 
000. 5,500,000 kilowatt hours of en- 


ergy (presumably total generated), is 
reported with a revenue of $85,000; 
operating expenses, $30,000; “gross 
profit annually,” $55,000. 

In this case Burns & McDonnell did 
not deduct interest and depreciation. 
Inasmuch as they say that the plant 
cost approximately $2,000,000 the 
computation made for other plants 
would result in a deduction of $136,- 
150, which was not made. A series of 
inquiries developed a most interesting 
story that is worth the telling. 

The Crisp County Power Commis- 
sion was created in 1925 and author- 
ized to increase the bonded debt of the 
county for the purpose of constructing 
an electric power plant. A _ special 
election in April, 1927, approved and 
authorized $1,250,000 bonds bearing 
interest at 5 per cent. A contract was 
entered into with L. E. Meyers Com- 
pany, Inc., of Chicago, to build the hy- 


droelectric plant, but it was actually 
built by subcontractors S. J. Groves & 
Son Co. It was completed and put in 
operation August 1, 1930. 


HE Federal Power Commission 

found the actual cost of construc- 
tion of the project to be $1,345,478.09 
as of July 31, 1930. Some of the 
funds derived from the sale of the 
bonds were lost in a bank failure. On 
August 1, 1930, the commission 
owed Groves & Son Co. $158,981.50 
of which $34,218.96 of principal was 
paid in 1931. On September 29, 
1933, the U. S. District Court award- 
ed a judgment in favor of S. J. 
Groves & Son Co. for $124,762.54 
plus interest of $18,922.32 and en- 
joined the commission from using any 
excess net receipts for additions or 
betterments. 
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DO MUNICIPAL ELECTRIC PLANTS REALLY PAY? 


Sources of information as to this 
plant are not hard to find. An audit 
of the affairs of the Power Commis- 
sion, dated February 28, 1934, made 
for the commission by M. H. Barnes 
& Company, certified public account- 
ants, which gives figures for 1930 to 
1933, both inclusive, is on file at 
Cordele, Ga. S. J. Groves & Son 
Co. want their money, and in the ef- 
fort to get it have issued two pamph- 
lets distributed to citizens of Crisp 
county. One, dated April 2, 1934, is 
a 14-page booklet captioned “An Ap- 
peal to Fair Minded Citizens.” The 
second, an 8-page pamphlet, undated, 
is captioned “Taxes and the Power 
Project.” 


fee Crisp county plant serves the 
city of Cordele, Georgia, popula- 
tion 6,880, through the medium of a 
distribution system built by a separate 
city bond issue of $85,000 of 5 per 
cent bonds. This was leased by the 
city to the Power Commission at an 
initial rental of $13,200 per annum 
which amount has been a matter of 
controversy, and it is said has since 
been reduced a considerable amount. 

Data as to operating statistics, de- 
rived from the audit report, are shown 
in Table 10, on page 377. 

A total operating deficit of $224,- 
586 in the three years and five months 


is quite a different story from “gross 
profit annually” of $55,000. 


pe the same audit report the fig- 
ures in Table 11, on page 379, are 
derived, the last three columns being 
computed. 

There is nothing to indicate wheth- 
er these kilowatt-hour figures repre- 
sent sales or generation. If these fig- 
ures are correct as to total kilowatt 
hours sold the kilowatt-hour use per 
customer is exceedingly high and rev- 
enue per customer comparable with 
Los Angeles. 

The worst remains to be told how- 
ever. The county commissioners ad- 
vanced to the Power Commission up 
to December 31, 1933, some $286,000 
to pay interest and retire bonds. The 
county tax rate in 1927, prior to the 
bond issue was 13 mills. The tax rate 
now is 26 mills, 100 per cent increase, 
the highest in the state of Georgia. 
The amount levied to care for bonded 
debt (nearly all for the hydro plant) 
is 18 mills. 

When the plant was put in opera- 
tion rates were established 10 per cent 
below rates then in effect by the Geor- 
gia Power Company. Since then the 
power company has made statewide 
reductions in rates, the situation at 
Cordele having nothing to do with it. 
The Federal Power Commission re- 


e 


tal participation in the electric business, and particularly 


q “It would appear that, if we are going to have governmen- 


governmental encouragement of the building of municipal 
plants, the people of these smaller communities ought to 
have the protection of government rejection of all applica- 
tions that are based on insufficient estimates of construc- 
tion cost or widely optimistic estimates of revenue and 


expenses.” 
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port for Georgia gives bills for va- 
rious amounts of domestic power at 
Cordele. 


HE rates of the power company 

and the Crisp county plant for 
Cordele are shown in the report to be 
identical but elsewhere in the state 
rates for the power company are 
lower, as shown in Table 12, on page 
379. 

The objective rate is available to all 
customers who use more power than 
in the corresponding month of the pre- 
vious year. Since the publication of 
the Federal Power Commission’s re- 
port the statewide rates of the power 
company have been extended to Cor- 
dele. Could there be a more tragic 
story of a terrible mistake? 


| hey us revert to the questions pre- 
viously asked in this article: 


“Is the business of this community 
sufficient to properly support the pro- 
posed enterprise, retire the indebtedness, 
and keep the plant in condition to render 
adequate service when publishing rates 
as low or lower than those of the private 
plants? 


“What has been the experience of 
other communities, of comparable size 
and similar characteristics, which have 
gone into the light and power business?” 


The Federal government quite ob- 
viously has no reliable data as to these 
1,811 or more municipal plants. 

The Federal Census reports give 
comparable data as to statistics of 


e 


publicly owned and privately owned 
plants but census officials have studi- 
ously avoided giving any data as to in- 
dividual plants or companies. 

The Public Works Administration 
has made a list of cities, the only sta- 
tistical data for comparison being kilo- 
watt capacity of prime movers and 
meters. The two Federal agencies are 
not in exact agreement. The census 
gives number of machines. PWA 
gives the number of plants in which 
they are located. The comparison is 
shown in table below: 

The Federal Power Commission 
has issued rate comparisons for each 
state, listing the towns, and indicating 
whether one or more plants offer serv- 
ice. I have not checked these against 
the PWA lists. The Burns & Mc- 
Donnell book discloses the fact that 
there are probably a few errors in each 
of the Federal agency reports. 


W: have therefore three Federal 
agencies reporting but no full, 
complete, and accurate authoritative 
data as to statistics of operation. | 
am of the opinion that the Federal 
Power Commission is the agency to 
make this study. That commission 
should have authority over accounting 
and statistics for the sake of uniform- 
ity. The task of securing this data 
should not be left to individuals, to 
private companies, or to associations 
of the industry. We should be able 
to refer to unprejudiced and author- 


Kirowatt CAPACITY oF PRIME Movers 


Internal 
Steam Combustion Hydro 


254,843 


Census of 1932 .. 1,173,599 
PWA list of 1934 1,111,799 


279,443 


Customers or 
Meters 
2,227,749 
customers 
2,291,373 
meters 


Total 
1,974,976 


1,882,645 


546,534 
490,583 
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a 


Private versus Political Management 


ef convinced that much better results can be obtained from 
operating organizations which are responsible to a compe- 
tent private management and boards of direction which must show 
economical operation, adequate upkeep, good public relations, and 
a profit than can possibly be secured from a national bureaucratic 
or a local political organization which is responsible to a constantly 
changing, short-lived political administration without any financial 
responsibility as to the result.” 





itative government reports for the 
facts. 

As to whether the Public Works 
Administration has analyzed estimates 
of revenues and expenses of proposed 
plants, and compared them with actual 
results of existing plants is a matter 
which of course that agency alone can 
answer. ~One case that has come to 
my attention leads me to think that no 
such analysis was made, because the 
estimated total sales to customers was 
double the experience of the average 
of 63 old, long-established plants of 
the same size, and nearly double that 
of the best year of the existing com- 
pany, while estimated revenue per 
kilowatt hour was substantially below 
any reasonable figure indicated by sta- 
tistics of communities having similar 
population and characteristics. 


M* own studies lead me to the defi- 
nite conclusion that no commu- 
nity of 15,000 or less can hope to build 
an isolated plant, enter competition 


with the existing company, establish 
rates that are lower than present rates, 
and make a success of the business. It 
is very certain that small towns can- 
not possibly do so, and there are re- 
ports from some cities between 25,000 
and 50,000 population that indicate 
poor plants and high rates. 

During the years prior to the de- 
pression hundreds of municipal plants 
in small towns which had proven to be 
unprofitable or which were giving un- 
satisfactory service were sold to the 
large power companies. I have in my 
practice had to make valuations of a 
number of such plants and have in- 
spected and reported on a good many 
more. I have seen poor, out-moded 
plants in small towns sold, completely 
scrapped, and replaced by new substa- 
tions and distribution systems, so that 
six months after the sale an inventory 
would have shown practically none of 
the property that was bought, and 
along with this reconstruction went a 
reduction in rates. 
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I HAVE made no attempt to secure a 
complete list of such sales in all of 
the states, but I do have listed munici- 
pal plants that have been transferred 
to commercial ownership, 104 in II- 
linois, 102 in Michigan, and 66 in 
Georgia, the latter being only an in- 
complete list of sales from 1925 to 
1929 inclusive, with 3 plants sold in 
1930 and 1932. 

These 272 municipal plant sales 
were in small towns, not over 8 or 10 
of them being in cities in excess of 
7,000 population. Some of them had 
proven failures, some of them were 
giving fair service at fair rates but 
could not reduce their rates and con- 
tinue to show a profit, therefore the 
city officials took advantage of the op- 
portunity to get out of the business 
without a loss. This being the record 
for three states it seems fair to assume 
that the total of such failures may run 
up to a good many hundred for the 
country as a whole. 

One of the most complete and ex- 
haustive studies that has yet been 
made of municipal ownership in any 
state is that of the Michigan Munici- 
pal League, published in Bulletin R4 
in 1934. This study was made over a 
period of a year or more. All plants 
were visited and all available facts 
were assembled. 


HE volume is an impartial, fair, 

and honest report, made under 
the auspices of the league of cities of 
the state, therefore is free from any 
charge of hostility to municipal own- 
ership. Municipal plants are owned 
by 3 cities with population between 
25,000 and 100,000, 6 between 7,000 
and 15,000, 9 between 4,000 and 
7,000, and 27 with less than 4,000 


population, a total of 45 which give 
general electric service to the commu- 
nity, and 7 which furnish street lights 
and municipal service only. Thirty- 
six of these plants are over thirty 
years old, 9 between twenty and thirty 
years old, and 2 of the remaining 8 
are less than fifteen years old, so that 
they may be taken as a fairly typical 
group of old plants. The author says: 


An analysis of each plant has been at- 
tempted .. but it should be pointed 
out that because of the almost complete lack 
of operating and financial records concern- 
ing certain plants it is impossible to present 
comparable data for each utility. 

My study of this report shows that 
the following facts are developed as to 


towns of 15,000 and less: 


N°? data as to fixed assets was fur- 
nished by 5 plants, although pre- 
sumably. records existed. Seventeen 
plants kept no record of fixed assets. 
Twenty-three carried no depreciation 
account, and made no charge to op- 
erating expenses, or appropriations 
from surplus for that purpose. Nine- 
teen kept no record of classified op- 
erating expenses. Six kept no record 
of energy generated or purchased. 
Only 11 reported full details of resi- 
dential, commercial, power, and mu- 
nicipal use while 31 have no data ex- 
cept total sales. Curiously enough it 
appears that 2 plants have no record 
of meters in use. Twenty make no 
charge for street lighting and 27 pay 
no taxes, 

Most of these little towns make a 
financial showing which indicates that 
either the creation of adequate retire- 
ment reserves, the payment of taxes 
on anything like the basis that private 
companies do, or any lowering of 
rates, would bring about a crisis. 
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An analysis of the Federal Power 
Commission rate comparisons for 
Michigan is of interest. The commis- 
sion lists 40 towns with municipal 
plants instead of 36, the difference be- 
ing due to adjacent cities served by 
one plant, as for example the Lansing 
plant serves East Lansing and Potter- 
ville. In this instance the Michigan 
study counts only one plant, the Fed- 
eral Power Commission 3. 


HE Federal Power Commission 

bulletin shows typical bills in 
every community. The great major- 
ity of towns in the lower peninsula of 
Michigan are served by 2 large power 
companies. One of them serves 81 
cities with a population of 2,063,000. 
The other covering a much greater 
area serves 221 cities and villages with 
a population of 990,000. Both com- 
panies have uniform rates over their 
entire territory, the hamlet of fifty 
people getting the same rates for the 
same consumption of energy as the 
city of 50,000. 

The 40 small municipal plants, 
when rates are tabulated as given by 
the Federal Power Commission, and 
compared with rates of the 2 power 
companies, show up as follows: 


29 communities have higher rates 
than the commercial plants for 
34 communities have higher rates 
than the commercial plants for 
36 communities have higher rates 
than the commercial plants for 
34 communities have higher rates 
than the commercial plants for 100 kw. hr. 


15 kw. hr. 
25 kw. hr. 
40 kw. hr. 


The same or better showing is made 
for commercial plant rates in the bills 
for 150, 250, and 500 kilowatt hours. 

The only small communities which 
show uniformly lower rates in all 
brackets than those of the power com- 
panies are Coldwater (forty-six years 
old) and East Lansing, and Potterville 
served by the excellent Lansing plant. 
Hillsdale (forty-three years old) and 
Crystal Falls (hydro, forty-seven years 
old) are higher on only one bracket, 
and Marshall (forty-four years old) 
is lower on all brackets below 100 kilo- 
watt hours’ use. 


Pippen e so far as rates are con- 
cerned the people living in more 
than thirty of these little Michigan 
cities and villages would be better off 
if served by the power companies. 

For the past three or four years the 
village of Clinton, Michigan, has 
rather extensively been advertised as a 
“tax free” town whose electric light 
plant has paid its expenses of village 
government. 

Information on this plant is hard to 
get, and irreconcilable when secured. 
Bulletin R4 reports for the fiscal year 
ending February 28, 1933, total rev- 
enues of $23,736 and total plant ex- 
pense $24,906, with a resulting loss of 
$1,170. The published village reports 
indicate revenues of $29,405 in 1931, 
$20,528 in 1932, and $20,568 in 1933; 
a total of $70,501 in three years. Ex- 
penses were $28,540 in 1931, $21,944 


e 


community of 15,000 or less can hope to build an isolated 


q “My own studies lead me to the definite conclusion that no 


plant, enter competition with the existing company, estab- 
lish rates that are lower than present rates, and make a suc- 
cess of the business.” 
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in 1932, and $18,585 in 1933, or a 
total of $69,069 with a resulting gain 
of $1,532 in three years. 

The total balance of the various vil- 
lage funds on hand at the beginning of 
each fiscal year is reported as follows: 


March 1, 

March 1, 

March 1, 

March 1, 

March 1, 

It appears that early in 1931 citizens 
were demanding tax relief and the vil- 
lage council decided to make no tax 
levy. On February 1, 1932, electric 
rates were reduced. The reported 
revenues, above given, show clearly 
the effect of the rate reduction and 
they also make it very plain that the 
“taxless” condition in Clinton was not 
due to the electric plant unless the 
1930 balance was due to accumula- 


tions of previous years. 

a the fiscal years beginning 
March 1, 1931, 1932, and 1933 

the reported expenses for the electric 

plant were as shown in table below: 

In the three years previous to these, 
wages had been in excess of those of 
1931 while supplies and repairs were 
much higher having averaged $15,- 
673 per year for the 3-year period. 

It is therefore evident that cutting 
out of the village tax levy was respon- 
sible for wiping out the balance in the 
treasury, and that the reduction in 
electric rates so crippled the plant as 
to compel a drastic reduction in wages 
and maintenance expense in order to 
break even. The sequel is interesting. 


e 


On November 1, 1935, electric rates 
were increased some 20 per cent to 25 
per cent on the average bill and resi- 
dents of the village pay substantially 
higher rates than the power company 
serving the surrounding territory. 

It is further reported that in July, 
1934, the village purchased a new 
Diesel engine at a figure slightly in ex- 
cess of $29,000, and that in March of 
1935 village taxes were again levied. 


HE problem of taxes has become 

most serious for privately owned 
companies in recent years. The Cen- 
sus Bulletin shows that in 1932 the 
power companies paid over $203,850,- 
000, or nearly 11 cents on the dollar 
of operating revenues, while the city- 
owned plants paid less than $1,300,000 
or slightly over one cent out of 
every dollar. The Michigan Munici- 
pal League study shows that taxes 
were paid and reported in the fiscal 
year of 1932 by only 9 city-owned 
plants, while 3 other plants report 
taxes included in some other expense 
account. The total reported is $60,- 
011. Marquette, Holland, Escanaba, 
and Grand Haven plants paid substan- 
tial amounts, approximating 5 per 
cent to 6 per cent of revenues. The 
other five contributions were insignifi- 
cant in amount and percentage of rev- 
enue. 

In 1933 I examined the reports sub- 
mitted by power companies to the 
Michigan Public Utilities Commission 
covering the four groups of compa- 
nies for the year 1932 and found that 


Coaland Supplies 


Freight & Repairs 
$6,972 
6,721 
6,734 


Other Total 


$1,432 
1,162 
1,454 


$10,994 
5,567 
3,739 
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The Public Should Know the Facts 


ce HEN the campaign for extension of public 

ownership is based upon propaganda which 
depends on untrue statements and distorted facts, 
then it becomes a form of racketeering which can 
only be suppressed by a full and honest finding of all 
of the true facts by an authoritative governmental 
agency whose statements can be accepted as final. 
The time for such a study and report has arrived.” 





5 companies having operating revenue 
in excess of $1,000,000 paid taxes to 
the amount of $8,886,888, or 12.19 
per cent of operating revenue; 9 com- 
panies with revenue from $250,000 to 
$1,000,000 paid $421,404 in taxes or 
9.20 per cent of operating revenue; 8 
companies with operating revenue 
over $100,000 but less than $250,000 
paid $140,261 or 10.10 per cent. The 
total for the three groups being $9,- 
442,753 taxes or 11.97 per cent of op- 
erating revenue. There are 10 small 
companies with revenues of less than 
$100,000. Total taxes paid by them 
were $31,095 or 7.15 per cent of op- 
erating revenue. 


ig 1935 a study of one power com- 
pany serving two cities and several 
villages, with average revenues for the 
six years 1929 to 1934 of over $600,- 
000 showed taxes paid in the follow- 
ing percentage of total revenue. 


Average 6 years 


No comparison of rates between 
city-owned and private power compa- 


nies can be made without a careful 
study of taxes paid by the private com- 
pany, the policy of the municipal plant 
in respect of taxes, and a proper equat- 
ing of the rates to get the true effect 
of the tax burden of the commercial 
company. One argument that has 
been recently advanced by advocates 
of public ownership is that the power 
companies receive more money for 
street lighting than is paid in taxes. 
This with the advocacy of free mu- 
nicipal service by city-owned plants 
leads us back to the study of the Burns 
& McDonnell book. 


i Group III, comprising cities of 
from 25,000 to 50,000 population, 
11 of the 12 cities charge for street 
lighting, one giving no data, the aver- 
age charge being 2.75 cents per kilo- 


watt hour. The revenue of $393,759 
for street lighting is 7.1 per cent of 
the operating revenue of these plants. 

In Group IV, comprising cities of 
from 15,000 to 25,000 population, 17 
cities charge for street lighting an 
average of 2.99 cents per kilowatt 
hour, resulting in a revenue from this 
source of $391,714 or 7.8 per cent of 
the operating revenue. 

Power company taxes throughout 
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the country range from 8 per cent to 
9 per cent to as high as 14 per cent or 
15 per cent, averaging approximately 
12 per cent. It is obvious that this 
group of 28 cities is paying far less 
for street lighting than private power 
companies would be assessed for taxa- 
tion. 

And why should a city have street 
lighting or water pumping “free?” 
To put it another way, why should the 
consumers of residential and commer- 
cial power be compelled to pay for 
street lighting for the benefit of every 
one in town or save water consumers 
from paying a fuel bill for water 
pumping? Forty out of 51 city- 
owned plants of over 15,000 popula- 
tion do very properly charge for such 
services, all of them at a profit, one or 
two at extremely high rates. 


HIRTY-TWO of the 74 cities in the 

group of from 7,000 to 15,000 
population furnish free street light. 
Nineteen furnish other free service. 
Twenty-nine of the 75 cities in the 
group of from 4,000 to 7,000 popula- 
tion, furnish free lighting, 20 give oth- 
er free service, and 8 give no data. 
Four or five illustrations are enough 
to show who pays for “free” power in 
these two groups. [See Table 13, 
page 389.] 

The report of Henderson, Ken- 
tucky, where 48.6 per cent of all cur- 
rent sold or used is free is illuminat- 
ing. [See Table 14, page 391.] 

This shows how high residential 
commercial, and power rates, resulting 
in an average rate on total sales to 
customers, practically 2 cents per kilo- 
watt hour above the average for the 
group, can be diluted so as to bring it 
exactly to the average of Group V, 


2.91 cents per kilowatt hour. [It 
makes one wonder just what sort of a 
showing would be made by a full re- 
port from those plants which only per- 
mit one figure to appear, namely rey- 
enue per kilowatt hour for all energy 
sold and used. 

There are a number of such cases— 
to cite a few, 


.-- 5.33¢ per kw. hr, 
6.42¢ per kw. hr, 


New Ulm, Minnesota . 

Bartow, Florida 

Ipswich, Massachusetts ... 5.15¢ per kw. hr, 

Alliance, Nebraska 5.11¢ per kw. hr. 

I can see no possible justification 
for compelling home owners and users 
of commercial power to carry the bur- 
den of this service to other groups of 
people. 


| impressed by the inconsistency 
of the municipal ownership ad- 
vocates who urge the building of city- 
owned plants so that the citizens can 
get the benefit of lower rates than 
those given by the power companies, 
and then talk about “free” street 
lights, “free” municipal service, and 
“tax-free towns,” like Clinton, Michi- 
gan, which has been discussed. On 
the inside front cover of the second 
edition of Burns & McDonnell’s book 
“Results of Municipal Lighting 
Plants,” is found this statement: 
What is meant by the reference to a tax- 
free or partly tax-free city is a city where 
the profits (of the municipal plant), which 
would go to the owners of a privately owned 
plant, are kept by the city and used to pay 
part or all of the operating costs of the city, 
or to build municipal improvements which 
would otherwise have to be paid by taxes. 
Henderson, Kentucky, seems to be 
a good example of the application of 
this doctrine. Three thousand six 
hundred thirty-four patrons pay for 
almost twice as much power as they 
use in order that the city may pay for 
other services for which the cost 
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would normally be fifty or sixty thou- 
sand dollars. 

Much more might be said, but I 
have given enough in the way of illus- 
tration of my points. 


} hs present administration is do- 
ing no favor to the people of 
these seventy-eight cities which have 
secured Federal loans and grants by 
handing out the money without first 
making a complete and exhaustive 
study of the actual results of munici- 
pal ownership in the hundreds of com- 
munities which now possess such 
plants. 

While there are a good many plants 
that are eminently successful, there is 
not such a record on the part of public 
ownership as to guarantee success in 
all cases or to justify the belief that 
competitive plants can equal the rec- 
ord of the long-established noncom- 
petitive ones. 

The record as it stands constitutes a 
challenge to the government to make 
an impartial and thorough investiga- 
tion of not only rates but operating re- 
sults before wasting even such “ciga- 
rette money” on the $13,176,220 now 
allocated to cities of 15,000 and less on 
the building of certain failures, and 
encouraging the citizens of these little 
cities and small villages to burden 
themselves for years to come. 


N”® is the publication of typical 
bills for different amounts of 
energy sufficient. The bulletins of the 
Federal Power Commission are good 
as far as they go, but that body should 
go much further. The rate compari- 
sons serve no good purpose, and may 
be very misleading unless along with 
them is given data as to taxes, contri- 
butions made by plants toward other 
city enterprises, or transfers to other 
city funds, or the extent of free serv- 
ice that is given, such as service on up- 
keep of appliances or free lamp renew- 
als. 

Furthermore, the publication of 
comparative rates does not disclose 
whether any plant is earning a suff- 
cient revenue fully to maintain the 
property so that it can render a high 
class of service, or whether it is a 
bankrupt concern with construction 
that is inferior and badly run-down. 

On pages 4 and 5 of Rate Series 
No. 1, the Federal Power Commission 
discusses the complexity and variety 
of electric rates and points out the 
fact that there are many factors that 
compel differences in rate levels, such 
as the character and density of popula- 
tion and diversity of consumers’ re- 
quirements both as to time of day 
and amount used, seasonal usage, 
and accessibility to fuel or water 
power. 


e 


TABLE 13 
Total sales 
Residential to customers 

Total Avg.per Total Avg.per Use 

Kw. Hr. Kw. Hr. Kw. Hr. Kw. Hr. Kw. Hr. 
3,301,565  4.72¢ 1,423,200 
1,843,328 7.35¢ 589,994 
468,622 7.71¢ 340,000 
459,608 6.98¢ 346,882 

3.43 

3.97 


Free Mun. % that 
free is 
of total 
30.1% 
24.2% 
42.0% 
43.0% 


City 

Albany, Ga. ...... 
Madison, N. J. ... 
Thibodaux, La. ... 
Georgetown, S. C. 
Average Kw. Hr. 

Group V 

Group VI 


8.76¢ 
8.87¢ 
10.94¢ 


5.24 
4.88 


1,234,507 
228,622 
175,751 
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HE Commission wisely contends 
for simplification and standard- 
ization of rate forms, a task that some 
of the state commissions are working 
on at the present time. This, how- 
ever, can only be brought about when 
there are available complete data as to 
the operating statistics of each prop- 
erty and the effect of the published 
rates on the consumers. Comparison 
of typical bills would be of value if 
we could be assured that the assump- 
tions made in computing some of them 
(particularly those under complex 
rates structures) were correct. As re- 
gards some of the large Michigan 
companies it may be said that the Fed- 
eral Power Commission’s typical bills 
are correct on the assumption made, 
but the assumption does not line up 
with actual operating facts with the 
result that the figures given are sub- 
stantially higher than rates actually 
paid by some thousands of customers. 
The Federal Power Commission 
says: 

Because of these variables it is advisable 
to exercise some caution in making com- 
parisons of rates between one place and 
another and one type of service and an- 
other. In other words some discrepancies 
may be due to unprogressive rate policies, 
while others are due to conditions beyond 


the control of the companies serving various 
communities. 


HE Federal Census of Electrical 

Industries of 1932, in discussing 
commercial and municipal establish- 
ments, says on page 49: 


In comparing data for commercial and 
municipal establishments, the reader must 
bear in mind that these two types operate 
on a different basis. Due consideration must 
be given to size of operation, source and cost 
of energy, local operating conditions, types 
of service, type of equipment, and other 
factors before valid conclusions can be 
drawn in regard to rates and service. 


The Missouri commission sums up 
390 


the question of comparison of rates as 
follows (page 15, 1934 report) : 


The publicly owned plant is usually 
financed by the issuance of valorem 
bonds, the interest and principal of such 
bonds being paid by direct taxation. Vari- 
ous other proper charges are not directly 
reflected in the rate structure. Among such 
items are taxes which in 1934 amounted to 
12 per cent of commercial plants’ gross reve- 
nues. Other benefits accruing to municipal 
plants are free rents, legal services, adminis- 
tration, and in many cases the occupation of 
lands originally acquired for other purposes, 
also nonpayment of licenses and occupation 
fees. Certain municipal plants make no 
separation of expenses common to electric, 
water, and other departments. Moreover 
municipal plant liens are not always a direct 
lien on the property, and are not dependent 
on the payment of interest from the earnings 
of the municipal plant, and the bonds issued 
by a municipal plant are tax free. These 
are some of the reasons why a comparison 
of municipal rates with commercial rates 
would be of no avail. 

HESE articles are not a defense of 
the power companies nor are they 
written in their interest. There have 
undoubtedly been abuses in the electric 
light and power industry, just as has 
been the case with the railroads and 
other great utilities. Regulation of 
accounting and the white light of pub- 
licity will furnish the facts which en- 
able us to kill abuses without delay. 
My own years of experience on mu- 
nicipal undertakings and my contact 
with public utility problems have led 
to certain very definite conclusions. 
Any kind of public service that 
could be rendered by a governmental 
agency but which is turned over to a 
privately owned company to render, 
should be under strict and uniform 
regulation as to accounting and the 
form and publicity of statistics. Ex- 
actly the same regulation of account- 
ing and statistics, and the same pub- 
licity, should control the governmental 
agencies even if the commissions are 


not given the same control over rates 





DO MUNICIPAL ELECTRIC PLANTS REALLY PAY? 





TABLE 14 


Residential sales 
Commercial and power 


Total sales to customers 


Street lighting, water pumping, and 
municipal uses 


Total operating revenue 


1,538,633 kw. hr. @ 6.36¢ 
590,385 kw. hr. @ 3.87¢ 


$97,854 
22,837 





2,129,018 kw. hr. @ 5.67¢ 


$120,691 


000 





$120,691 


Revenue per kw. hr. sold and used, 2.91 per kw. hr. 





and service that they do or should 
have in the case of commercial com- 
panies, 


¥ other words taxpayers and pa- 
trons of the utility are entitled to 
know all of the facts regarding the 
publicly owned utility, and the engi- 
neers and accountants employed by 
any community should have available 
complete information as to results of 
operation of such plants in all other 
tities of comparable size and condi- 
tions, 

Regulation of financing, operation, 
service, and rates should in general be 
in the hands of state commissions 
which are better advised as to all local 
conditions which control or affect the 
operation’ of the property than any 
Federal agency can possibly be. The 
Federal Commission has its proper 
function in dealing with interstate 
corporations and transactions and as a 
fact finding body with powers which 
will permit the securing of uniformity 
in accounts and statistics. 

Private utilities should recognize— 
and I think that the majority do rec- 


ognize—that the only reason they are 
allowed to exist is to give service at 
rates that are reasonable. The allow- 
ance of a return on money invested, 
sufficient to induce capital to engage in 
this form of public service, does not 
justify financial racketeering. 


I AM convinced that much better re- 
sults can be obtained from operat- 
ing organizations which are respon- 
sible to a competent private manage- 
ment and boards of direction which 
must show economical operation, ade- 
quate upkeep, good public relations, 
and a profit than can possibly be se- 
cured from a national bureaucratic or 
a local political organization which is 
responsible to a constantly changing, 
short-lived political administration 
without any financial responsibility as 
to the result. 

I am therefore not in favor of pub- 
lic ownership of such a highly com- 
plex utility as the one we are discuss- 
ing unless it be under control of a con- 
tinuing nonpolitical and competent 
board wise enough to secure compe- 
tent and skilled management, and only 
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in cities large enough to insure suff- 
cient business and sufficient earnings 
to justify the construction of a 
thoroughly high-class plant with ade- 
quate duplicating facilities, and to pro- 
vide ample revenue for maintenance 
and provisions for retirement. 

I am aware of the fact that there 
has been a continued and persistent 
urging of municipal ownership of va- 
rious utilities on communities of all 
sizes all over the United States by cer- 
tain groups of interests. 

Whether those interests be purely 
selfish, seeking the sale of personal 
services, or socialistic, seeking to abol- 
ish private ownership of all forms of 
public service agencies, is of not much 
moment so long as exact facts are pre- 
sented. 


7 the campaign for extension 
of public ownership is based up- 
on propaganda which depends on un- 
true statements and distorted facts 
then it becomes a form of racketeering 


which can only be suppressed by a full 
and honest finding of all of the true 
facts by an authoritative governmen- 
tal agency whose statements can be 
accepted as final. 

The time for such a study and re- 
port has arrived. 

PWA release No. 989, September 
27, 1934, states the basic policy of the 
Federal government to be: 

to make electric energy more broadly 
available at cheaper rates by acting on loans 
and grants to finance municipal systems 
where reasonable security is offered and the 
project is socially desirable. They are 
deemed desirable where a loan can be amor- 
tized in a reasonable period while charging 
rates substantially lower than those of the 
existing utility. 

My own studies lead me to question 
whether, if adequate studies had been 
made in each case, and if the govern- 
ment had the facts as to now existing 
electric plants, any of the plants in 
cities of 15,000 or less which have 
received allotments, would have been 
found to qualify under the above 


specification. 





Wouldn’t Don Quixote Have a Fine Time? 


| gm ers of the vast power of polar blizzards was pro- 
posed by Professor F. Debenham of Cambridge Uni- 
versity during an address at the recent British association 
conference in Glasgow, Scotland. He would have a ring of 
giant windmills encircling the Antarctic to catch the power, 
which could be conveyed by wireless to the southern hemi- 
sphere. 
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The Conservation Movement 


in Relation to Public Ownership 
Need for Comprehensive Coordinated Program 


In the opinion of the author the one great, all-important, and impera- 
tive problem of our nation and of any present civilization, if it is to 
survive and prosper, is how to conserve and utilize our natural 
resources of land and water, coal, gas, and other minerals—how to 
arrest soil erosion and soil depletion—how to restore and maintain the 
forest and timber lands, restock our rivers and game preserves, restore 
and maintain “the balance which nature has set up” for the production 
of our natural resources which are the very basis of both the individual 
and collective existence of our people. 


By CARL D. THOMPSON 


in southern Arizona are the 

mute remains of two civiliza- 
tions that have preceded ours. Here 
two hundred years ago, and perhaps 
two thousand, lived and toiled people 
who built irrigation systems, dwell- 
ings, and cities; who tilled the fields, 
exploited the soil, built up their civil- 
izations, warred upon the elements 
and upon each other, and finally lost 
in the struggle and are gone and for- 
gotten. 

And now upon the ruins of these 
two civilizations we are trying to build 
another. Shall we succeed better than 
they? 

In the sands that have buried the 
ancient cities of Tyre and Nineveh we 
may if we will learn some lessons in 


> the ruins of Casa Grande 


the need of conservation. Or in the 
sands that in the valley of the Nile 
have “drifted into old irrigation 
ditches and the sites of opulent gar- 
dens” ; * and again in the drear desola- 
tion of parts of India and China we 
may find these lessons reiterated. 

“As matters now stand,” says Mor- 
ris L. Cooke, “and with continuance 
of the manner in which the soil, the 
mainstay of individual and collective 
life, is now being squandered, this 
country of ours has left to it less than 
one hundred years of virile national 
existence and probably less 
than twenty years in which to build up 


the techniques to recruit the personnel 


1 Report of the Mississippi Valley Com- 
mittee of the Public Works Administration, 
Washington, D. C., October 1, 1934. 
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and—most difficult of all—to change 
the attitude of millions of people who 
hold that ownership of land carries 
with it the right to mistreat and even 
to destroy their land regardless of the 
effect on the total national estate 

At the present® rate of de- 
struction only 150 million acres of 
really fertile land will remain in this 
country in fifty years. This is the 
only acreage sufficiently level to resist 
erosion without some control. work.” 


Hus America comes to grips with 

the forces of that “ruthless ex- 
ploitation”’ that has ruined other civil- 
izations and threatens now to ruin 
ours. “Only fragments remain of the 
great pine and hardwood forests of 
the eastern and central states,” says 
Mr. Cooke, “and we are rapidly drain- 
ing the reserves of the West. Over 


75 per cent of our saw timber and 
over 50 per cent of many of our min- 


erals, including oil, copper, zinc, and 
lead, are gone. The furs, fish, and 
game have disappeared from large 
areas. Of even graver import, the 
very land itself is rapidly going! It 
is being washed into the rivers and 
oceans and being blown away, forever 
out of reach and out of use.” 

One who has lived as the writer has, 
in northern and western Nebraska and 
witnessed the futile and pathetic 
struggle of eager and hopeful settlers 
to wrest a living from the soil that 
often actually blew away once it was 
plowed; or has witnessed the gradual 
soil depletion in the great Red river 
valley of Minnesota and North Dako- 
ta; the drying and wasting away of 
rivers and innumerable lovely little 
~ ®From “An Engineer Looks at Rural 


America,” in The Journal of Land & Utility 
Economics, February, 1936. 


lakes that once dotted the landscape 
in northern and western North Dako- 
ta—and even of a body of water as 
large as Devils Lake in that state; 
seen the devastating effects of soil ero- 
sion and soil depletion in the Tennes- 
see valley and throughout the southern 
states; the steady year after year fall- 
ing of the water level in the great 
Central valley of California or the 
mile upon mile of abandoned farms 
in central and northern Washington 
—can well understand and fully ap- 
preciate what these warning words of 
the engineers and the soil erosion 
specialists mean to America. 


BE Mewnaes to the question of the ex- 
ploitation of the oil, mineral, and 
gas resources of the continent, Secre- 
tary of the Interior Harold L. Ickes 
has recently given a most pessimistic 
picture of the tragic waste now going 
on in the commercial exploitation of 
oil and natural gas—a picture that 
should challenge the serious consid- 
eration of every thoughtful citizen. 
He tells us that at the present rate of 
exploitation, the known resources of 
cheap oil supply are sufficient only for 
ten or fifteen years. Enough natural 
gas is wasted (literally wasted—blown 
off into the air) in the state of Texas 
every ten minutes to meet the gas 
needs of the average gas consumer 
for a hundred years.? 

The conservation of the water re- 
sources of the continent is perhaps the 
most vital of all. Domestic service 
which in the large cities is enormous, 
fire protection, irrigation, navigation, 
flood control, and hydroelectric power 
are all involved. 

3 Saturday Evening Post, February 2, 


1935; “Texas Awakes to Wanton Gas Waste,” 
Texas Weekly Magazine, December 15, 1934. 
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THE CONSERVATION MOVEMENT AND PUBLIC OWNERSHIP 


Besides being the most important 
element in the industrial, agricultural, 
and domestic life of the nation, and 
therefore the key to oncoming civil- 
ization, its use conserves the fuel re- 
sources of coal, oil, and gas. These 
latter, once they are burned and used, 
are gone forever, whereas the water 
power can be used many times on its 
way to the sea and even then is 
brought back in the mists and spray 
of the clouds to the mountains to flow 
again and thus again forever. The 
conservation and utilization of our 
water resources are therefore of ex- 
treme importance. 


O* the other hand, there has been 
a tendency of late in some quar- 
ters to overestimate the importance of 
hydroelectric power or at least to over- 
look the fact that coal and other fuels 
are still the greater and therefore more 
important source of electric power 
and are likely to be increasingly so for 
many decades to come. Even now 
only 40 per cent of the electric power 
developed in this country is from wa- 
ter power while 60 per cent is from 
coal. But with the increasing efficien- 
cy and economy of the steam turbine 
and other refinements of steam pro- 
duction, and especially with the util- 
ization of the major water-power 
sources and the enormous increase in 
the use of electric power, coal and 
other fuels are certain to be in increas- 


e 


ing demand from now on for a long 
time. 

The National Power Survey made 
by the Federal Power Commission in 
1935 pointed out that “By far the 
greater part of all electric energy gen- 
erated in the United States is produced 
in fuel burning plants.”* It is further 
stated that in many sections of the 
country, especially the Northeast and 
Middle West, “it is probable that a 
large percentage of the power require- 
ments will always be developed by 
other means than water power.” 

The late Charles Steinmetz once 
said that if “every drop of rain which 
falls in the United States were collect- 
ed and its power used for heating, the 
total amount of heat produced would 
be only about one third as much as 
that given by our present coal con- 
sumption.”® 

From all of which it is apparent 
that we shall need all the coal and fuet 
resources in addition to water power 
in the development of electricity for 
the future needs of our civilization. 


C Bes fear that the present program 
of the Federal government in de- 
veloping great hydroelectric projects 
would ruin the coal industry of the 
country is therefore without founda- 


* National Power Survey, Interim Report, 


Series No. 1, page 40, United States Govern- 

ment Printing Office, Washington, D. C. 
5“Electricity and Civilization,” Harpers’ 

Magazine, January, 1927, pp. 227-232. 


“. . . there has been a tendency of late in some quarters 
to overestimate the importance of hydroelectric power or 
at least to overlook the fact that coal and other fuels are 
still the greater and therefore more important source of 
electric power and are likely to be increasingly so for many 


decades to come.” 
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tion. The miners, the mine owners, 
and the railroads that ship the coal 
have been needlessly alarmed over this 
matter. On the other hand, it has 
seemed to us that the present adminis- 
tration has needlessly exposed itself 
to criticism and has overlooked a very 
important possibility of strengthening 
its power program. If in addition to 
a conservation program in the water- 
power field, it had developed a conser- 
vation program for the utilization of 
the natural resources of coal, oil, and 
gas in sections of the country where 
those resources prevail for the produc- 
tion of electric power; or at least had 
coordinated the use of steam power 
with water power, they would have 
been in a much stronger and more 
logical position. 

We brought this matter to the at- 
tention of members of Congress dur- 
ing its last session and Congressman 
Kent Keller of Illinois who represents 
a district where the chief industry and 
resource is coal introduced a bill in 
which the utilization of coal would be 
recognized in the development of a 
power program in the section where 
coal and fuel are the major factors.® 


H™ then, is the one great, all- 
important, and imperative prob- 
lem of our nation and of any present 
civilization if it is to survive and pros- 


per: 


6 “Coal Authority of the Middle Mississippi 
Valley Act of 1935—a bill to improve the 
navigability and provide for the flood control 
of the middle Mississippi river; to provide 
for the reforestation and use of marginal lands 
and for the agricultural and industrial de- 
velopment of the middle Mississippi river 
basin; to provide for the conservation and 
utilization of the coal and other fuel resources, 
etc.” (our italics), in the House of Repre- 
sentatives, August 23, 1935, 74th Congress, 
4 Session, by Congressman Kent Keller of 

inois. 


How to conserve and utilize our 
natural resources of land and water, 
coal, gas, and other minerals,—how to 
arrest soil erosion and soil depletion, 
—how to restore and maintain the 
forest and timber lands, restock our 
rivers and our game preserves, restore 
and maintain “the balance which 
nature has set up” for the protection 
of our natural resources which are the 
very basis of both the individual and 
collective existence of our people. 

What is the answer to these 
imperative problems? Obviously, 
some much more fundamental and 
thorough-going conservation and util- 
ization program than has heretofore 
been undertaken in this country. 

It is not enough that we should con- 
serve our natural resources. We must 
utilize them. Conservation without 
utilization is sterile. In fact, conser- 
vation on a sufficiently large scale to 
meet the present problems, is impos- 
sible without utilization. 

Water must not only be conserved 
so that it shall not waste away in dev- 
astating floods; it must irrigate the 
lands. And, above all, it must be 
turned into electric power and the sale 
of power be made to pay the cost of 
irrigation, flood control, and improved 
navigation. 


HE soil must be conserved; wind 

and water erosion must in some 
way be halted. In so doing, agricul- 
ture can live and prosper. Unless it 
does, the nation cannot live and pros- 
per. In a recent speech in Congress, 
Senator Norris well said: 

Unless agriculture shall be revived, unless 
this most fundamental of all industries shall 
be placed upon a basis where free men an 
free women can earn a livelihood at it, 


in the end the result will be the destruction 
of the Republic; because, Mr. President, I 
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Senate of the United States, February 12, 
1936, Part of Congressional Record. 


Washington, D. C., October 1, 1934. 
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of shedding it abruptly in floods dur- 
ing rainy seasons.”® And this in turn 
involves the building of a great many 
small dams in the canyons, arroyos, 
gullies, and ravines far up towards the 
head waters of the rivers. This is 
coming to be quite generally recog- 
nized of late and one sees in the small 
ponds and artificial lakes being creat- 
ed in many middle western communi- 
ties, and especially in the arid districts 
of the mountain states, the beginning 
of this development. On some of the 
almost desert Indian reservations, the 
government is building innumerable 
small dams of this kind called charcos 
for this very purpose. And in the 
Tennessee valley, even smaller dams 
or check banks are used to arrest the 
soil erosion. 


eememmpit the top soil that has 
taken “nature 4,000 years per inch 
to produce” is quite as important as 
the building of huge dams further 
down the river. Both are essential. 
And the point we are emphasizing 
here is the necessity of codrdinating 
all of these various lines of effort. 
Thus the building of dams, whether 
little or big, all have their place and 
part in flood control and soil conserva- 
tion. But they serve other purposes 
as well. The larger dams and reser- 
voirs may also be utilized to improve 
navigation in some sections of the 
country and irrigation in others. 
Thus, two more elements enter. 
And, finally, there is the greatest of 
all possibilities—that of hydroelectric 
development. This latter element be- 
comes vitally important because it af- 
fords the one certain source of rev- 


§“Little Waters, Marching Deserts, and 
Failing Fuel,” Pustic Utiziries Fortnicut- 
Ly, May 7, 1936, p. 621 ff. 


enue that will carry a very large part 
of, if not all, the cost of the combined 
development. It was the fact that the 
municipalities of southern California 
were able to sign valid contracts to 
pay for electric power from the gov- 
ernment project at Boulder dam at 
rates that would ultimately pay the en- 
tire cost that was the final determin- 
ing fact in putting the project 
through.” 

Thus the success of any construc- 
tive program for flood control, soil 
conservation, navigation, irrigation, 
and electric power depends upon the 
coérdination of all the problems in- 
volved. 


ib erecomancte such a nation-wide, co- 
Ordinated conservation, and util- 
ization program is too big, to say 
nothing of its far-reaching social and 
economic implications, for private en- 
terprise. Any one of the great pub- 
lic projects like Boulder dam or 
Muscle Shoals or Grand Coulee is too 
big for private enterprise. Much 
more so is a comprehensive coordinat- 
ed program involving the conservation 
and utilization of all the water and 
land, forest and mineral, transporta- 
tion and utility resources of a great 
nation like ours. Only the united 
power and resources of all the cities, 
all the states, and all the people—the 
government itself, is adequate to this 
task. 

Thus we are driven to a very exten- 
sive and far-reaching public owner- 
ship program, not by any theoretical 
or doctrinary consideration, but by the 
stern and stark realities of economic 
necessity. 

Public ownership made the great 


10 “Confession of the Power Trust,” by the 


author, Crowell Co., 1932, p. 528. 
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THE CONSERVATION MOVEMENT AND PUBLIC OWNERSHIP 


Boulder dam project possible. It 
could not have been achieved other- 
wise. Not only the government, but 
seven sovereign states, were concerned 
and had to be united in an interstate 
compact or treaty before the project 
could proceed. It was public owner- 
ship on a large scale—very large. 

Even then it would not have been 
possible but for another form of pub- 
lic ownership, also upon a large scale, 
viz., municipal ownership. 


M*** of the municipalities of 
the so-called “coastal region of 
southern California own their electric 
light and power systems. Los An- 
geles is the largest of these. In fact, 
that city owns the largest municipal 
light and power system in the con- 
tinent. Pasadena is another of the 
larger cities in the section that owns 
its power system. Some of the cities 
own only their distributing systems. 

By their successful ownership and 
operation for long periods of years 
of these municipal systems, these cities 
have acquired the financial resources 
and the mechanical means that made 
it possible for them to contract for the 
power at Boulder dam on terms that 
would reimburse the Federal govern- 
ment for the entire expenditure dur- 
ing the period for which the bonds 
were issued. 


It could not have been achieved otherwise. 


“PUBLIC ownership made the great Boulder dam project 
possible. 


Twelve great cities in this same 
section are now cooperating in the 
financing and building of a $220,- 
000,000 aqueduct to bring the water 
of the Colorado river conserved by the 
Boulder dam project over several 
ranges of mountains into the coastal 
region. Another huge cooperative 
municipal ownership feature depend- 
ing upon and contributing to the 
major public project. 

The devastating floods of the Colo- 
rado river, the saving and protection 
of the Imperial valley, the irrigation 
and domestic water supply for the en- 
tire Coastal Region—all these would 
not have been possible and could not 
have been achieved except for munici- 
pal and public ownership upon a very 
large scale. 


‘oe same economic necessities 
are back of the great Tennessee 
valley experiment. They are back of 
other similar projects at Grand Cou- 
lee, Bonneville, Ft. Peck, Casper Al- 
cova, Southerland, Columbus, the 
Mississippi valley, etc. A broad view 
and full understanding of the nation’s 
problems of relief, of recovery, of un- 
employment, of the restoration of 
agriculture, of soil erosion and de- 
pletion, of reforestation, of conserva- 
tion of all of our natural resources, of 
flood control, irrigation, navigation, 


Not 


only the government, but seven sovereign states, were con- 
cerned and had to be united in an interstate compact or 


treaty before the project could proceed. 


It was public 


ownership on alarge scale—wery large. Even then it would 
not have been possible but for another form of public 
ownership, also upon a large scale, viz., municipal owner- 


ship.” 
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and electric power will envision all 
these great movements as essential 
parts of a comprehensive national 
program, each one related and neces- 
sary to all the others. 

Naturally and inevitably this whole 
program has been challenged in the 
courts on the question of constitution- 
ality. It is vigorously contended that 
much of this program is beyond the 
constitutional rights of the Federal 
government. It is held by those who 
are opposing municipal and public 
ownership and the Federal Power 
program in respect to such projects as 
the Tennessee valley and its subsidiary 
projects that there is no authority in 
the Constitution for such action. Ac- 
cordingly, they have brought suit in 
opposition not only in the local but in 
the Federal courts. 

The extent to which this opposition 
has risen is astonishing. According 
to a recent investigation made by the 
Federal Power Commission in re- 
sponse to a Senate resolution, it is 
shown that 278 petitions have been 
filed against 195 public authorities in 
35 states of the Union “interfering 
with these public projects by restrain- 
ing orders or injunctions.” 


HE Tennessee Valley Authority 
has similarly encountered legal 
objection in three different areas in 
which it has been endeavoring to make 
contracts with 18 different munici- 
palities in northern Alabama for the 
sale of electric current from its proj- 
ect at Muscle Shoals. 
From this it will appear that the 


11 “Restraining Orders and Injunctions In- 
stituted against Electric Projects,” United 
States Senate Document, No. 182, 74th Con- 
gress, Second Session, February 24, 1936, 
United States Government Printing Office, 
Washington, D. C. 


question of constitutionality, which is 
the one that is most generally involved 
in the legal proceedings against the 
municipal and public projects, has be- 
come a very serious problem. Natu- 
rally the question arises “Should not 
this matter be cleared up by some 
form of constitutional amendment?” 

We have always felt that this gen- 
eral program, if properly handled, 
could be carried out under the present 
provisions of the Constitution. The 
recent decision of the United States 
Supreme Court in the Ashwander 


‘Case in the TVA matter has at least 


partly settled the question. The court 
really sustained the major contention 
of the government on the constitution- 
al question and clearly reaffirmed the 
controlling constitutional principle 
that the Federal government may ex- 
ercise an effective authority over the 
power operations that result as a by- 
product of navigation, flood control, 
and national defense. 


HAT would seem to settle the mat- 

ter with regard to the major 
problems of the TVA. But it leaves 
unsettled and indeed untouched the 
question of the constitutionality of 
many phases of the TVA program not 
directly involved in the validity of the 
contract between the TVA and the 
Alabama Power Company. The 
question of the other dams of which 
there are four under construction and 
more contemplated; the matter of 
model towns; of conservation of soil; 
the manufacture of fertilizer; of re- 
forestation; of the removal of settlers 
to more fertile lands and other fea- 
tures of the TVA program are not de- 
cided. As the struggle over these 
matters becomes more.acute, the ques- 
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THE CONSERVATION MOVEMENT AND PUBLIC OWNERSHIP 


tion of constitutionality becomes more 
pressing. 

In an article recently published in 
the Georgetown Law Journal,” there 
is urged the importance of a constitu- 
tional amendment. It is stated: 


Surely the framers of the Constitution 
never intended that historic document to 
stand in the way of our remedying the de- 
pletion of national resources. It is up to 
Congress, in the opinion of this writer, to 
tackle the question honestly and completely 
by proposing to the states an amendment to 
the Constitution that would give to the 
Federal government adequate powers to 
conserve the land as well as the natural 
resources. 


The legal writer follows up this 
statement with an interesting sugges- 
tion for study and discussion in the 
tentative form of a constitutional 
amendment : 


Congress shall have the power to protect, 
conserve, and regulate the exploitation of 
all natural resources inherent in all lands 
and waters of the United States and terri- 
tory subject to the jurisdiction thereof. In 
the exercise of such power the Federal gov- 
ernment may acquire, regulate, operate, or 
dispose of lands, waters, and other proper- 
ties and property rights in whatever manner 
may be necessary for the carrying out of 
the purpose of this amendment. 


O° course a number of other pro- 
posals have been made and in 
some cases resolutions have been in- 


12 “Constitutionality of the TVA Project,” 


by F. X. Welch, Georgetown Law Journal, 
March, 1935, p. 389. 


troduced in Congress proposing con- 
stitutional amendments. 

The objection to this procedure is 
the great difficulty in securing a con- 
stitutional amendment under existing 
conditions. Senator Norris has point- 
ed out the difficult and impractical 
method of meeting these problems by 
way of amending the Constitution be- 
cause it takes so long to accomplish it. 

The necessity of immediate action 
if the program of recovery, conserva- 
tion, etc., is to be effective makes it 
more or less impractical to wait for 
the slow and long process of constitu- 
tional amendment. Millions of people 
are out of work, farmers are losing 
their farms, and workers their homes, 
and many are facing privation and 
want and even starvation. Something 
must be done quickly. Neither the in- 
dividual nor the government can wait 
too long. 

In view of these conditions, the 
government and municipal agencies 
are no doubt justified in trying to get 
forward with their program without 
waiting for constitutional amend- 
ments. 

On the other hand, the desirability 
of having the matter cleared up is ob- 
vious. Probably both methods will 
need to be followed. 





The Verdict of History? 


ah | VENTURE to say that no industry in the world’s history has con- 
tributed any more completely to the economic good and the actual 
physical comfort and well-being of all classes of mankind than the 
power industry. The future great historian of this era in America—a 
possible Gibbons, writing with meticulous attention to facts when the 
heat of political controversy is cold and the last TVA and yardstick 
plant has wrought its good or evil, this future Gibbons will give to 
our industry credit for having done one of the outstanding jobs of 


our time.” 


—FLoyp L. CARLISLE, 
Chairman of the Board, Consolidated Gas Company of 
New York, and Niagara Hudson Power Corporation. 
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The New Deal Power Program 


A policy of construction, subsidy, and 


attack on private industry 


In this article the author gives the background of the present movement 

to socialize the electrical industry and discusses the three phases of the 

New Deal power program which in his opinion is designed to destroy the 
business of the privately owned plants. 


By KENDALL K. HOYT 


HE government’s billion dollar 
power program, backed by every 
resource of the New Deal, is a 


threefold enterprise. It is a program 
of construction, of subsidy, and of at- 


tack upon private industry. All three 
phases are retarding the economic re- 


covery of the nation. All three are 
pushing on toward socialization of 
electric power. All three, in violation 
of fundamental rules of common 
sense, of economics, and of the Amer- 
ican system, are piling up public debt 
and a vast political problem for the 
years to come. 

But let us lay aside these conclu- 
sions and plunge abruptly into the 
facts which are of public record. The 
story really begins long before the ac- 
cession of President Roosevelt in 
1933. Since early in the century, the 
advocates of public ownership have 
carried on persistent propaganda di- 
rected toward the ultimate control not 
only of power but of other great in- 
dustries. Their earlier tactics were in 
sponsorship of municipal plants. This 


movement failed because the efficiency 
of central-station service by private 
firms led year by year to the abandon- 
ment or absorption of isolated plants. 

Then the “Liberal” group hit on the 
idea of establishing Federal “power 
authorities” which could be expanded 
into super-power systems, gradually 
choking out private ownership. For 
more than a, decade, they were suc- 
cessful in blocking private develop- 
ment on the Tennessee river so that 
the Federal hydro plant at Muscle 
Shoals, built for war-time purposes, 
might stand as the nucleus of an ex- 
periment in public operation. Through 
this period, the long investigation of 
the Federal Trade Commission served 
to bring out all of the evils and none 
of the good works of private manage- 
ment of the power industry. The 
“Liberals” seized on the findings as 
grist for their propaganda mill, while 
the private companies chose a policy 
of silence. 

When the New Deal swept into of- 
fice, the “power trust” issue was tree- 
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ripened and ready to fall into the laps 
of the politicians and the professors. 
So, in its threefold program, the New 
Deal was not an originator but mere- 
ly took over, consciously or uncon- 
sciously, the plans so long fostered by 
the liberals and the radicals. Begin- 


ning with the Tennessee Valley Au- 
thority, which was set up in May, 
1933, to carry forward a socialistic 
experiment based upon Muscle Shoals 
and other dams, the New Deal power 
program rapidly developed. 


CaS the main phase of 
the program, is going forward 
in a vast system of water-power de- 
velopments, involving large dams 
scattered throughout the country. 
The ultimate cost of these works, if 
the New Deal plans are carried to 
completion, will exceed a billion dol- 
lars. The ultimate capacity in kilo- 
watts of the large dams in the West 
for which allotments have been made 
will exceed the present installed ca- 
pacity of all water-power plants west 
of the Mississippi. The ultimate kil- 
owatt-hour output of the Tennessee 
valley development is reckoned in of- 
ficial reports as exceeding last year’s 
output of the entire East-South-Cen- 
tral region. 

New Dealers claim that there is a 
pending power shortage which justi- 
fies this program, because power pro- 
duction is now exceeding the previous 
high levels of 1929. But considerable 
plant expansion was undertaken in 
1930 and 1931. Many existing plants 
can be expanded readily by the addi- 
tion of new power units rather than by 
the much more costly method of build- 
ing entire new plants. The industry 
never failed to keep up with the de- 


mand, even during the ’twenties when, 
for years at a stretch, power output 
was compounding at 10 per cent an- 
nually. 

Water power, moreover, has not 
gained much in efficiency in recent 
years while the production of power 
by steam, using coal, oil, or natural 
gas as fuels, has become increasingly 
efficient. The average consumption 
of coal (and equivalent of other fuels) 
in producing power for public use 
was 3.2 pounds per kilowatt hour in 
1919 and only 1.46 in 1935, accord- 
ing to the U. S. Geological Survey. 
The more efficient plants are produc- 
ing at one pound of coal per kilowatt 
hour. Many of the water-power 
sites, once desirable, are not worth 
developing under modern conditions 
because steam plants are far cheaper. 
The New Dealers seem unaware of 
this progress in technology and are 
still basing their plans on the blue- 
prints which the liberals drew more 
than a decade ago. 


HE water-power program is being 
financed largely through funds 
which Congress provided for “relief 
and recovery” and intrusted to the 
Public Works Administration and to 
allocation by the President. With 
these funds, the Bureau of Reclama- 
tion is working at Boulder dam on the 
Colorado river, Grand Coulee dam on 
the Columbia, and other large irriga- 
tion and power projects while the 
Army Engineers are building the 
Bonneville dam on the Columbia, the 
Fort Peck dam in Montana, and oth- 
er navigation, flood control, and pow- 
er projects. 
Much of the New Deal work is un- 
der way despite adverse engineering 
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reports. The most notorious case is 
the Passamaquoddy tidal power proj- 
ect in Maine against which even the 
New Deal Congress has revolted. De- 
spite the absence of a market for the 
power, if developed, and despite warn- 
ings that the storage reservoir will 
not hold water, President Roosevelt 
recently has reiterated that he believes 
in the project and intends to see it 
through. 

Even beyond all these, the Tennes- 
see Valley Authority is the spearhead 
of the program because it embraces 
all phases tightly tied together in a 
limited area. The Federal properties, 
which TVA took over, cost approxi- 
mately $133,000,000. In addition, 
the New Deal has allotted $152,000,- 
000 and the full plan will lead to a to- 
tal expenditure in the magnitude of 
$600,000,000. Before dealing fur- 
ther with TVA, let us review the re- 
maining two phases of the general 
program. 


5 Bes second phase, that of subsi- 
dies, is directed mainly toward 
the development of municipal plants. 
The Public Works Administration is 
the principal promoter through grants 
30 to 45 per cent of the project cost 
and loans of the balance at 4 per cent 


interest. PWA electric power proj- 
ects of a non-Federal character sum 


up to $76,000,000. But out of 93 al- 
lotments outstanding for electric proj- 
ects in communities where power fa- 
cilities were not publicly owned at the 
time of the grant, 56 are in litigation 
and court injunctions have been laid 
down in 36 cases. PWA has been the 
big brother of TVA in helping per- 
suade Tennessee valley towns to build 
their own power systems in order to 
consume TVA current. The Works 
Progress Administration also has un- 
dertaken small electric projects. 
Another form of subsidy has been 
given in the extension of rural elec- 
tric lines, mainly through the Rural 
Electrification Administration. Twen- 
ty-year loans at 3 per cent are made 
to cooperative associations and others 
to finance the electrification of farms 
not now receiving central-station serv- 
ice. Although the costs are supposed 
to be repaid to the government, loans 
can be made up to 100 per cent of the 
cost of the projects and secured only 
by the lines built. Experience of pri- 
vate companies clearly shows that the 
government will bear many losses on 
this basis and, to the extent of these 
losses, will be a subsidizing agency. 
Up to July 10, 1936, according to a 
Treasury report, REA had spent and 
loaned $1,570,097 of which 45 per 
cent had gone for administrative ex- 
penses. Projects approved thus far 
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engineering reports. The most notorious case is the Passa- 


q “Mucu of the New Deal work is under way despite adverse 


maquoddy tidal power project in Maine against which even 
the New Deal Congress has revolted. Despite the absence 
of a market for the power, if developed, and despite warn- 
ings that the storage reservoir will not hold water, President 
Roosevelt recently has reiterated that he believes in the 
project and intends to see it through.” 
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involve some 12,000 miles of line. A 
new REA bill which passed the recent 
session of Congress authorizes $50,- 
000,000 for the work during the cur- 
rent fiscal year and $40,000,000 per 
year for nine years thereafter. TVA 
also has carried out a farm electrifica- 
tion program. 

Government aid also has been ex- 
tended in the electrical appliance field. 
The Electric Home and Farm Au- 
thority, formerly a TVA subsidiary, 
and the REA are authorized to aid in 
the financing of electrical appliances 
and, incidentally, plumbing equipment. 


N™ comes the third phase, that 
of attack upon private indus- 
try. While the New Deal was build- 
ing up its own program through con- 
struction and subsidies on the one 
hand, it was working on the other to 
undermine the resistance of the pow- 
er industry. The principal measure 
to this end was the Public Utility 
Holding Company Act of 1935, to lay 
a “death sentence’ upon the major 
power groups; to make little systems 
of the big systems. 

Prior to the holding company fight 
in Congress, the public ownership ad- 
vocates within the government had 
formed a Federal power trust of their 
own, and a power lobby well organ- 
ized to wage a vigorous campaign. A 
central board of strategy, known as 
the National Power Policy Commit- 
tee, had been formed among the top 
executives of Federal units interested 
in power, such as the PWA, TVA, 
and REA. The Securities and Ex- 
change Commission is represented. 
This body shares the administration of 
the Holding Company Act with the 
Federal Power Commission, whose 


jurisdiction has been extended from 
water-power projects on navigable 
streams to include the interstate trans- 
mission of electric energy. The Pow- 
er Commission has also been conduct- 
ing a national power survey and an 
electric rate survey whose findings 
have added fuel to the propaganda. 

In addition to this national power 
policy committee, several of the Fed- 
eral executives have worked under an 
agency now known as the national re- 
sources committee. The set-up of this 
agency has included a Mississippi riv- 
er committee and a water resources 
committee which delved into phases 
of the power problem and resurveyed 
many of the New Deal resurveys of 
the situation. So the directorate of 
the Federal power trust interlocked to 
the same degree charged against the 
“power trust” of private industry and 
its members had well prepared them- 
selves for a united-front drive against 
private ownership. 


ee great offensive toward the 
passage of the Holding Company 
Bill started with a timed barrage of 
propaganda from several of the codp- 


erating agencies. Old “power trust” 
scandals were aired; new surveys 
were cited; and with fanfare the pre- 
fabricated draft of the bill (general- 
ly accredited to two young Federal 
attorneys) was placed in the legisla- 
tive hopper. After the “death sen- 
tence” feature of the bill had passed 
the Senate by a margin of only one 
vote, the fight concentrated in the 
House where a strong majority at 
first revolted against the New Deal 
coercion. Then followed intensive 
lobbying activities by Federal officials. 
The findings of congressional investi- 
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TVA Subsidized Rates 


“pe is exempt from many items of taxation, 
financing charges, interest, and other costs 
which must be borne by private industry. This, with 
the arbitrary scaling down of rates, permitted the 
Authority to undersell private industry and left the 
taxpayers of the entire nation to make up the losses. 
With these subsidized rates TVA was in a position 
to attract customers among the municipalities and 
specially formed citizens’ associations.” 





gations of private lobbying were 
shouted in the halls of Congress while 
New Deal lobbyists quietly went even 
to such extremes as using the Quod- 
dy project as a threat to line up the 
vote of a Maine Congressman for the 
bill. The President sent insistent mes- 
sages and before the final vote the 
Speaker of the House descended from 
the rostrum to plead for the bill of 
which he admitted he knew little. 
“And so the bill was passed.” 

Amendments extending the power 
of the Tennessee Valley Authority, 
the REA bill, and other power meas- 
ures likewise were pushed through by 
the concerted action of New Deal 
power officials. 

While the legislative and propagan- 
da program against private ownership 
has gone forward, the less spectacu- 
lar but equally important process of 
government competition with private 
business has burrowed from within. 
At present, Wilson dam at Muscle 
Shoals is the only government devel- 
opment capable of producing power in 
significant quantities. But within the 
next year or year and a half, the Nor- 
ris and Wheeler dams of TVA, the 
Boulder, and the Bonneville projects 


will be ready to deliver energy. 
TVA’s efforts to market power will 
serve as a preview of what will hap- 
pen elsewhere. 


econ first step was to set up a rate 
schedule intended as a “yard- 
stick” to measure the differences be- 
tween public and private ownership; 
to beat down private rates by destruc- 
tive competition rather than by the 
orderly fixing of charges on the basis 
of fair value by state regulatory bod- 
ies. TVA, exempt from state regula- 
tion, scaled down its rates by charg- 
ing off large portions of the cost of 
development to national defense, nav- 
igation, and flood control. For the 
$46,487,500 Wilson dam, TVA 
charged only $19,529,000 to power 
while the Army Engineers who built 
the dam indicated a charge of $37,- 
000,000. Out of a total net invest- 
ment in programs of $48,487,528 
through June 30, 1935, TVA charged 
only 64 per cent to electricity. This 
sort of bookkeeping ran through the 
TVA accounts which were sharply 
criticized by the Comptroller Gen- 
eral of the United States whose au- 
thority the TVA has sought to evade. 


406 





THE NEW DEAL POWER PROGRAM 


TVA is exempt from many items 
of taxation, financing charges, inter- 
est, and other costs which must be 
borne by private industry. This, with 
the arbitrary scaling down of rates, 
permitted the Authority to undersell 
private industry and left the taxpay- 
ers of the entire nation to make up 
the losses. With these subsidized 
rates TVA was in a position ‘to at- 
tract customers among the municipal- 
ities and specially formed citizens’ as- 
sociations. It built transmission lines 
to carry its power to these customers 
and, not content with the control of 
production and transmission, assumed 
authority over distribution by dictat- 
ing the resale rates of its power. In 
seeking to wrest the Knoxville, Ten- 
nessee, market from a private power 
company, it threatened the construc- 
tion of a duplicating municipal sys- 
tem through aid of PWA funds. The 
company entered contract to sell part 
of its system under this threat but was 
restrained by a stockholders’ suit. 


Ts in brief, tells about the re- 
liability of the yardstick and 


what was done with it. TVA has 
been considered by the President as 
merely the forerunner of other such 
instrumentalities of the new “National 
Power Economy.” During the past 
session of Congress, hearings were 
held on a bill to create a Mississippi 
Valley Authority of the TVA type 
with jurisdiction over development in 
the whole vast Mississippi watershed. 
More active pressure by the President 
was placed behind a bill to provide for 
power sales from the Columbia basin 
project. This bill, which failed of en- 
actment, would have broadened the 
power of the Army Engineers to con- 


struct electric projects and of the 
Federal Power Commission to fix 
rates, like TVA, on virtually any 
basis it chose, except that even the 
“yardstick” pretense was ‘abandoned 
in the recognition of “available mar- 
kets, the interest of the ultimate con- 
sumers, and the general public wel- 
fare” as rate criteria. 

Further competition with private 
companies is inevitable as the new 
power projects are completed and be- 
gin to reach out for markets. If used 
ruthlessly, as in the TVA area, this 
competition, backed by the entire 
United States Treasury, will gradual- 
ly usurp the territory of the existing 
companies. If, on the other hand, 
the power is sold to the companies, a 
large displacement of coal and other 
fuels will result. 

Present power sales by TVA to 
private companies mean that steam 
plants, which otherwise would be sup- 
plying the power, are idle. The re- 
sultant unemployment, in the coal 
mines and on the railroads which 
would have hauled the coal, is meas- 
urable in the hundreds of persons 
now; in the thousands when the sales 
of Federal energy are expanded. The 
oil and gas industries also will lose 
business in areas where these fuels are 
used for power generation. 


Bt yn: constitutionality of the Fed- 
eral power program is as yet un- 
decided. One suit involving the sale 
of TVA power reached the Supreme 
Court. It was ruled that, inasmuch 
as Wilson dam was built under a con- 
stitutional war-time measure, the sale 
of its surplus power is permissible. 
But the legality of power sales from 
the new dams remains to be tested. 
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Federal attorneys admitted to the 
court that if the major purpose is pow- 
er production, the program is uncon- 
stitutional. 

Earlier, TVA officials repeatedly 
stressed the power phases as dominant 
and the others as incidental. Now 
they stress navigation, flood control, 
and other features as constitutional 
pretexts. But the cost of navigation 
up a ladder of low dams, as proposed 
by the Army Engineers, would be 
only a small fraction of the present 
development through high dams. The 
requirements of flood control are to 
keep the reservoirs as nearly empty as 
possible in order to store floods when 
they come, while power operations re- 
quire keeping the storage reservoirs 
as nearly full as possible. Annual 
flood damage in the area is a small 
fraction of one per cent of the cost of 
development. The national defense 
value of Muscle Shoals is largely 
mythical. TVA admits that it is no 
longer economical to produce nitrates 
by electric processes. 

So these phases are mere pretexts. 
Similarly, in the Western projects, 
the reclamation feature is played up 
despite the dismal failure of past ir- 
rigation projects to repay their costs 
and despite the present efforts of the 
New Deal to reduce rather than to in- 
crease the acreage under cultivation. 
Incidentally, the silting of reservoirs, 
which fills them in a few decades and 


also is destructive to wild life, is a 
further disadvantage of hydro-power 
development. 

Similar doubts as to feasibility and 
legality surround the Holding Com- 
pany Act and the municipal power 
program of the New Deal. Numer- 
ous court tests are in progress. It is 
too early to anticipate the outcome. 


MAJOR indictment of the entire 
program is that it aggravates 
the conditions it was intended to cure, 
The champions of public ownership 
point out that the financial practices 
of the utilities have brought heavy 
losses to investors. But the New Deal 
power program has caused further 
losses. The unfolding of the program 
has caused serious declines in the val- 
ue of power securities, especially those 
of companies serving the TVA area. 
The advocates of government own- 
ership have charged that private rates 
are too high, although rates have been 


‘lowered year after year and are with- 


in the purview of state commissions 
rather than of the Federal govern- 
ment. Government competition, by 
increasing the risks and thus the f- 
nancing costs of private companies, 
and by absorbing private markets, im- 
pairs the ability of power companies 
to cut rates and still make a fair prof- 
it. Production below cost, either by 
government or industry, may be of 
slight benefit to ratepayers in the areas 


3 


the path of recovery. Its threat to private initiative has 


q “THE vast power program of the New Deal sprawls across 


depressed security values and has discouraged the utilities 
from their normal program of construction. The program 
casts a shadow over the already distressed coal industry. 
It stands as a warning to other industries.” 
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affected but the whole nation pays the 
bill directly or indirectly. 

The New Dealers have charged 
also that the utilities have carried on 
extensive propaganda and lobbying, 
but this administration has used both 
on a scale before unheard of. They 
have charged that the power industry 
is in politics; that politicians yield to 
“power trust” pressure. It is a 
strange philosophy to say in one 
breath that politicians are corruptible 
and, in the next, that the remedy is to 
place the entire power system in their 
hands; to throw a ten-billion-dollar 
industry supplying nearly half the 
world’s electric energy open to patron- 
age jobs and pork-barrel projects. 


F Ban insistence upon unsound proj- 
ects wanted by local politicians 
already has revealed one of the prin- 
cipal dangers of public ownership. 


While jobs under the Federal power 
trust thus far have been relatively 
free from party patronage, the TVA 
requires by law, and other agencies by 
practice, that employees profess a be- 
lief in the “wisdom and feasibility” of 
the theories under which they work. 
This means that the Federal adminis- 
tration of power is guided inevitably 
by articles of faith rather than by 
facts; by ideals rather than by reali- 
ties. Although the politician must 
come to the reformer for policies and 
technique, the reformer must go to the 
politician for money and authoriza- 


tions. So the two work hand in hand 
—a strange alliance indeed. 

The vast power program of the 
New Deal sprawls across the path of 
recovery. Its threat to private initi- 
ative has depressed security values and 
has discouraged the utilities from 
their normal program of construc- 
tion. The program casts a shadow 
over the already distressed coal in- 
dustry. It stands as a warning to oth- 
er industries which in time will be 
viewed rapaciously by the profession- 
al reformers and the politicians, aft- 
er the power utilities have been 
brought to heel. 

The New Dealers are prepared to 
cite evidence that the utilities have not 
been harmed, inasmuch as their earn- 
ings have returned to a high level. 
This merely reflects an aggressive sales 
policy in the face of adverse condi- 
tions. The New Deal cannot claim 
the credit nor has its program yet cut 
deeply into private markets. But it 
will, even with the plants now under 
way. 

Even if the New Deal goes no fur- 
ther, the history of Muscle Shoals 
portends years of political controver- 
sy over these many large develop- 
ments. And it is the expressed intent 
of the New Dealers that this program 
is only a beginning. Their “National 
Power Economy” by now has revealed 
itself and it can be characterized in 
these words, “That is not liberalism; 
it is degeneration.” 





“Tue total available transportation facilities of America today could 
not be utilized efficiently and effectively even if we had a greater volume 
of traffic to handle than we had at the peak of the period which pre- 


ceded the depression.” 


—L. W. Batpwin, 


Chief Executive Officer, Missouri Pacific Railroad. 
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The “Hydro” of Ontario 


Notwithstanding the natural advantages it possesses, after 
an examination of its operating results, the conclusion is 
inescapable, in the opinion of the author, that private cor- 
porate enterprise in Canada, with all its handicaps, has far 
outstripped government enterprise in the utility business, 


By WILLIAM H. ONKEN, Jr. 


r NHE system of the Hydro-Elec- 
tric Power Commission of On- 
tario is the finest example of 

state ownership of public utilities to be 

found on the continent of North 

America. None of the other provin- 

cial systems in Canada is comparable 

to it or even approaches the “Hydro” 
of Ontario in size, operating efficiency, 
or engineering merit. By common 
consent it o’ertops them all. The util- 
ities of Quebec, however, by and large 
are corporate-owned, the government- 
owned utilities generating less than 
one half of one per cent of the total 
output of the province. In this con- 
nection it may be of interest to note 
that all of the government-owned 
projects in the United States com- 

bined, account for approximately 5 

per cent of the total electrical output 

of the nation. 
The Hydro-Electric Power Com- 
mission of Ontario enjoys a virtual 


monopoly of the market for electrical 
energy in the province. The only oth- 
er system of any importance in On- 
tario is that of the Canadian Niagara 
Power Company, and that can hardly 
be said to compete with the “Hydro.” 
Thus the “Hydro” has been commend- 
ably vigilant and dexterous in the pur- 
suit of its objectives. 

Recognizing at the outset that the 
supply of electricity must be monop- 
olistic if cheap power is to result, it 
either crushed or bought out competi- 
tion. It covered Ontario with its net- 
work and brought electricity to towns, 
villages, and hamlets where none was 
available before. Rates for domestic 
service were slashed ; and all in all, the 
use of electricity for any and every 
service was pushed to an extent hither- 
to undreamed of in the Land of the 
Maple Leaf. But before we succumb 
to the allurement of “Hydro’s” im- 
posing facade, let’s peek inside. 
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The Hydro-Electric Power Com- 
mission of Ontario serves some 877 
municipalities, towns, villages, etc., 
and all told has approximately 630,- 
000 customers connected to its cir- 
cuits. Its investment exceeds that of 


any commercial institution in the Pro- 
vince of Ontario and is the third larg- 
est in the entire Dominion; being sur- 
passed only by that of the govern- 
ment-owned Canadian National Rail- 
ways and of the corporate-owned 
Canadian Pacific Railway Company. 


M” than $400,000,000 is invest- 
ed in the “Hydro” and its af- 
filiated municipal enterprises, and for 
the year ending October 31, 1935, the 
total revenue of the commission was 
$30,901,500. All of its electricity is 
generated from water power, as is 98 
per cent of the total electricity pro- 
duced for sale in the Dominion of 
Canada. Thus power in Ontario and 
throughout Canada means hydroelec- 
tric power and since 88 per cent of the 
total hydraulic installation is located 
in electricity supply stations, it is evi- 
dent that only a small percentage of 
the total power produced in the Do- 
minion of Canada is developed inde- 
pendently and that most of it is pur- 
chased from public utility companies. 
This naturally follows owing to the 
almost total absence of any coal in the 
industrial provinces of Ontario and 
Quebec. 

The public utilities of Canada there- 
fore do not have to contend with com- 
petitive conditions in the power mar- 
ket like the utilities of other countries 
and this situation may well be borne in 
mind in any discussion of the power 
situation in Ontario. Moreover since 
more than 40 per cent of the total out- 


put of the entire Dominion is sold 
at extremely low rates to the pulp and 
paper industry of Canada, almost all 
of which are located in Ontario and 
Quebec, the average rate must as a 
consequence be low. Therefore the 
per capita consumption may not con- 
note very wide or very general use of 
electricity. 

Time was when the Hydro-Electric 
Power Commission of Ontario was 
held up as an example of socialistic 
perfection. The structure that Sir 
Adam Beck reared is majestic in its 
proportions. He was regarded by 
many as divinely inspired, and so 
sacred was his handiwork that nothing 
could be taken from it, and to it noth- 
ing need be added. 


| prima magnificent his concep- 
tion, it was none the less of the 
earth, earthy. Its foundations rested 
on clay; and those to whom his work 
was intrusted eventually became so in- 
toxicated on the wine of triumph, that 
they no longer saw clearly the task 
before them. “O quam cito transit 
gloria mundi.” 

In 1918, the “Hydro” sold a horse- 
power-year of electricity to the mu- 
nicipalities of Niagara Falls, Ont., 
and Toronto, for example, for $9.90 
and $14.18 respectively. From that 
day forward, the rate has progressive- 
ly mounted so that now it is more than 
double what it was then, notwith- 
standing that generating conditions re- 
main the same and that the load has 
increased many fold. 

Were this all that could be charged 
against “Hydro” management, it 
would be little indeed. But ambition 
like that which Wolsey charged Crom- 
well to fling away; because, as he ex- 
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plained, “by that sin fell the angels” 
had quite vanquished “Hydro.” Not 
for naught did the voters of Ontario 
in 1934 unseat the conservative gov- 
ernment which created and which de- 
veloped the “Hydro” enterprise. 
“Clean up Hydro” was the slogan 
which swept the liberals into power, 
and in obedience to that mandate, the 
lid has been lifted and heavy losses 
uncovered. 

For decades the citizens of Ontario 
had implicit faith in the integrity and 
probity of “Hydro.” They pointed to 
its achievements with pride and were 
loud in their praise of the manage- 
ment. Whatever might be said of 
other government enterprises in Can- 
ada, “Hydro” was lily white. With 
what a wrench then, did they discover 
that no longer could they lay any such 
flattering unction to their souls. The 
records disclosed that costs had ad- 
vanced by almost 50 per cent in five 
years ; that power was sold on an aver- 
age at 14.26 per cent below cost to the 
municipalities; that energy was sup- 
plied directly by “Hydro” to indus- 
tries at the maximum rates available; 
but that the gross returns did not 
equal the cost of the energy by almost 
$6 a horsepower-year on a strict ac- 
counting basis. Was there ever such 
beating of bushes, without taking of 
birds? 


I 


T should be explained, that in the 
general “Hydro” set-up, the losses 


q 


e 


in the final accounting are borne by 
the municipalities. Thus, had the 
commission charged the municipalities 
an amount sufficient to cover its losses 
on both company and municipal ac- 
count, it would have been obliged to 
increase the rate to the municipalities 
by at least 20 per cent. 

However, the commission tempered 
the wind to the shorn lambs. This is 
revealed by the cost per horsepower- 
year in 1935 together with the actual 
price charged to some of the larger 
municipalities, as follows: 

Price CHARGED MUNICIPALITIES FOR 
Power 1n 1935 


Cost 
per hp.-yr. 
$31.00 
29.51 
31.39 
32.78 
31.81 


Amount 
charged 
$26.43 
24.94 
26.82 
28.21 
27.24 


Municipality 
Toronto 
Hamilton 
London 
St. Thomas 
Kitchener 


This is indeed a sorry showing; but 
“tell it not in Gath, publish it not in 
the streets of Askelon” the piéce de 
résistance is contributed by the pulp 
and paper mills of Ontario. Pulp and 
paper is Canada’s predominant manu- 
facturing industry, and it consumes 
approximately 40 per cent of the total 
public utility production of electricity 
of the Dominion. 

Most of the electrical energy (up- 
wards of 6,000,000,000 kilowatt 
hours) is used in electric boilers for 
the production of steam; Ontario be- 
ing coalless. 


“Not for naught did the voters of Ontario in 1934 unseat 
the conservative government which created and which de- 
veloped the ‘Hydro’ enterprise. ‘Clean up Hydro’ was the 


slogan which swept the liberals into power, and in obedience 
to that mandate, the lid has been lifted and heavy losses 


uncovered.” 
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THE “HYDRO” OF ONTARIO 


ow mark how solicitous the “Hy- 

dro” is for the welfare of the 
pulp and paper industry of Ontario! 
Electricity which, before transmis- 
sion, cost the commission $15 a horse- 
power-year, was sold to the pulp and 
paper mills for as little as $2.14 a 
horsepower-year ; resulting in a loss 
cf more than $2,000,000 annually. 
Even as “dump” power, is not this 
piling Ossa on Pelion? 

Should it be a matter of wonder, 
then, that in four years a deficit of 
$12,500,000 was recorded without 
provision for contingencies and ob- 
solescence, and with no sinking fund 
on the Chats Falls development, and 
on the hydro and steam property ac- 
quired in Hamilton? As a result, the 
obsolescence and contingency reserves 
of “Hydro,” built up over a period 
of years and which in 1931 stood at 
$14,631,725, have almost vanished. 
And lest some Thomas question the 
accuracy of these figures, let it be said 
that they have been taken from the of- 
ficial records of the Hydro-Electric 
Power Commission of Ontario, and 
revealed with manly frankness by 
Arthur W. Roebuck, Attorney-Gen- 
eral of Ontario and a member of the 
Hydro-Electric Power Commission. 
Thus has “Hydro” plowed in sand and 
sowed against the wind. 

It is easier to account for the losses 
than to condone them or some of the 
steps taken to eradicate them; but that 
is a matter resting entirely in the 
hands of the citizens of Ontario. 


A is doubtless known, the Niagara 
system of the Hydro-Electric 
Power Commission of Ontario over- 
shadows in size and importance all the 
other five divisions: Eastern On- 


tario, Georgian Bay, Thunder Bay, 
Manitoulin, and Northern Ontario. 
Its chief source of supply is Niagara 
Falls, where the commission owns 
three hydroelectric generating  sta- 
tions,—‘‘Queenston,” “Ontario,” and 
“Toronto,” aggregating 810,000 
horsepower. The amount of water 
that may be diverted for power pur- 
poses at Niagara Falls is limited by 
International Treaty, and inasmuch as 
the full allotment is being used, the 
“Hydro” was compelled to seek else- 
where for additional power to meet 
its expanding needs. 

There is abundant power in the St. 
Lawrence river abutting New York 
and Ontario; but until a treaty is 
negotiated which will permit the 
canalization of the international por- 
tion of the river and the development 
of power, the St. Lawrence river must 
be dismissed for the time being as a 
source of electricity for Ontario. On 
the other hand, the adjoining Province 
of Quebec has water enough for its 
needs and to spare. The “Hydro” 
therefore entered into contracts with 
four Quebec power companies for 
more than 800,000 horsepower at $15 
a horsepower-year. The oldest agree- 
ment is with the Gatineau Power 
Company for 260,000 horsepower 
with additions. More recent contracts 
were made with the Beauharnois 
Light, Heat & Power Company for 
250,000 horsepower ; with the Ottawa 
Valley Power Company for 96,000 
horsepower, and with the Maclaren- 
Quebec Power Company for 125,000 
horsepower. 


Hydro-Electric 
Power Commission found it 
cheaper to buy than to generate. 


| goe UMABLY the 
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Promise of Self-liquidation 


oe HE ‘Hydro’ was originally intended to be a self-liquidating 
project, and it was accepted as such by the voters of Ontario. 

However, after almost thirty years of existence, the debt of 

‘Hydro’ to the Province still stands in excess of $187,000,000; 

and with all its reputed reserves, sinking fund, etc., the ‘Hydro’ 
is resorting to refinancing its maturing obligations.” 





Hardly had the last contracts been 
awarded however, when the whole 
world was gripped in a serious depres- 
sion, and the load on the “Hydro” 
system dropped. For the year ending 
October 31, 1935, the “Hydro” was 
obligated to take from the four Que- 
bec power companies 619,000 horse- 
power at a cost to it of $7,936,892, 
and for which there was no ready 
market. 

Confronted with increasing deficits 
on the one hand and with increasing 
obligations for more power from Que- 
bec than it could possibly dispose of 
on the other, the commission obvious- 
ly was in a dilemma. What was it to 
do? It had just recently been appoint- 
ed to clean house and to restore con- 
fidence in the stability of “Hydro.” 
It chose repudiation of the Quebec 
contracts as the easiest way out of its 
troubles. The commission was not 
concerned with the fate of the four 
Quebec power companies nor with the 
investments made in their stocks and 


bonds. Let Taschereau and _ his 
Frenchmen roar, and let the money 
changers and swashbucklers of St. 
James street, Montreal, wring their 
hands in frenzy. 

Who to himself is law, no law doth need, 

Offends no law, and is a king indeed. 

“Hydro” held the whip hand, and 
was resolved to use it. It concluded 
that the government (and “Hydro” 
is the government) must not fail; and 
having set its life upon that cast, it 
was content to stand the hazard of 
the die. The contracts were accord- 
ingly nullified; but not until every- 
thing was in readiness; otherwise Ot- 
tawa and most of Eastern Ontario 
would be plunged into darkness, and 
there would have been weeping and 
gnashing of teeth. 


Ww two of the power companies, 
the “Hydro” subsequently con- 
lesser 


amounts of power and at a lesser rate, 


cluded new contracts for 


—$12.50 a horsepower-year. While 


414 





THE “HYDRO” OF ONTARIO 


these companies took Hobson’s choice, 
the two other companies brought ac- 
tions against the commission. It is 
questionable, however, whether under 
Canadian law they can obtain redress. 
Most of the argument in favor of can- 
cellation was based on violent criticism 
of the former commission for ever 
having signed the contracts. The 
commission and the Provincial Gov- 
ernment which directed it were also 
charged with short vision, unbusiness- 
like judgement, and with political fa- 
voritism. 

However, if instead of buying pow- 
er from the Quebec companies, the 
“Hydro” had built generating stations 
in Ontario capable of supplying the 
energy, it is obvious that the surplus 
would still plague the commission ; but 
instead of being obligated to pay the 
Quebec power companies for it, the 
commission would be paying interest 
directly to bondholders in the Province 
of Ontario or elsewhere. Under such 
circumstances, is it thinkable that the 
commission would have repudiated the 
bonds issued to provide the power fa- 
cilities ? 

But enough of soliloquy. What’s 
past is strewn with husks, and perhaps 
also what’s to come. “Can a man take 
fire into his bosom and not be burned? 
Can he touch pitch, and not be de- 
filed ?”’ 


(Ontario’s 


y a previous article 
Golden Idol with Feet of Clay,— 
FORTNIGHTLY, 
June 6, 1935) the writer adverted to 
some of the blunders made by the 
commission’s engineers, and to the 


Pustic UTILITIES 


fact that the commission at first 
bought energy from a corporate enter- 
prise at a price which it cannot even 


approach, much less match, in its mag- 
nificent Queenston station. There it 
obtains 30 horsepower from every 
cubic foot of water per second used 
from Niagara, compared with 17 
horsepower obtained in the “Ontario” 
station from which it procured its en- 
ergy at first. In that article was also 
shown the extent to which corporate 
enterprise in Quebec excelled “Hy- 
dro” in aggressiveness, economy of in- 
vestment, and operating performance. 
Comparisons, however, while not alto- 
gether odious are seldom satisfying. 
They abound in details which clutter 
the argument and at times obscure the 
perspective. 

A simple illustration, on the other 
hand, should suffice to enable the 
reader to comprehend the situation at 
Niagara Falls easily. 

If nature provided one with a reser- 
voir holding approximately one half 
of the fresh water of the world and 
at an elevation about half as high as 
the dam on the Colorado river at 
Boulder Canyon, and all at no ex- 
pense, obviously the cost of producing 
power from the falling water would 
be very little. This is the situation en- 
joyed by the Hydro-Electric Power 
Commission of Ontario at Niagara 
Falls. 

But if one has to pay taxes on prop- 
erty, on bonds, on water used, and on 
numerous other items, in all amount- 
ing to say 18 per cent of one’s income; 
and if in addition one is obliged to 
supplement the electricity developed 
from the same river with almost as 
much electricity generated in a steam 
station burning coal; naturally, the 
cost of the electricity will be that much 
more. This is the condition on the 
American side of Niagara Falls. 
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I’ ever there was a place in the world 
ideally situated for producing elec- 
tricity cheaply, that place is Niagara 
Falls, the site of the “Hydro’s” major 
developments. No other sites in Can- 
ade are comparable to it and certainly 
none in the United States. And yet 
the record discloses that in poorer and 
less densely populated Quebec, average 
electric rates are lower; and that in 
near-by New York state possessing a 
different form of government, differ- 
ent standards of living, and different 
monetary, economic, social, and phys- 
ical conditions, the average rate is also 
less than in Ontario. From so young, 
aggressive, resourceful, and virile a 
people as that living in Ontario, where 
nature has been most generous in wa- 
ter-power benefactions, this is not 
very flattering. Something should be 
done to remedy the situation and to 
offset recurring losses ; for it cannot be 
that the “Hydro” will forever eat the 
bitter fruit of its own incapacity. 
What are the prospects? Since its 
appointment the new commission has 
been very zealous on behalf of ‘“‘Hy- 
dro.” It has reduced the salaries of 
its executive officers and commission- 
ers by $134,607 a year and has made 
total reductions in salaries by reason 
of decreases and staff changes of 
$208,028 a year. Its legal expenses 
were cut from $114,632 in 1933 to 
$56,262 in 1934 and to $46,300 in 


1935. Auditing fees, which in 1933 
totaled $51,292 were approximately 
$15,000 in 1935. In 1933, insurance 
premiums cost $152,240 and in 1935 
they were $65,055. 


tend a saving of $411,000 in the 
cost of operation is no mean ac- 
complishment. But that is not all. 
Capital investment was increased by 
more than $2,000,000 in 1935 com- 
pared with 1933, yet interest and ex- 
change were reduced by $560,000. 
Thus roughly, a million dollars a year 
has been saved in expense while reve- 
nue since 1933 has increased $2,012,- 
546. And yet notwithstanding this 
splendid showing, the “Hydro” was 
still losing money. Last year (1935) 
income was $2,870,000 less than out- 
go, and without the savings enumerat- 
ed it would have been in excess of 
$4,000,000. 

Certainly there was nothing en- 
couraging to the new “Hydro” Com- 
mission in this. To all intents and 
purposes, it was saving at the spigot 
and wasting at the bunghole. “Hy- 
dro” was plainly and unmistakably 
sick. What it needed was a major op- 
eration, and this was no sooner real- 
ized than done; for out went the con- 
tracts with the Quebec power compa- 
nies. Since then, the savings have 
been of the order of half a million dol- 
lars a month. 


e 


the losses in the final accounting are borne by the munic- 


q “It should be explained, that in the general ‘Hydro’ set-up, 


ipalities. 


Thus, had the commission charged the munic- 


ipalities an amount sufficient to cover its losses on both 
company and municipal account, it would have been obliged 
to increase the rate to the municipalities by at least 20 


per cent.” 
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Under the old contracts the sum of 
$7,936,892 for 619,000 horsepower 
was due the four Quebec power com- 
panies for the year ending October 31, 
1935. In 1936, the same companies 
would have been paid $9,517,500 for 
706,000 horsepower at $15 a horse- 
power-year. Under the new contracts 
140,000 horsepower, with a reserve of 
130,000 horsepower, is provided at 
a cost of $3,236,810 including all 
charges under the old contracts from 
Oct. 31 to Dec. 6, 1935, when the for- 
mer contracts were canceled. This 
results in a saving of $6,280,689. For 
1937 a saving of $8,214,500 is indi- 
cated; while for 1938 and 1939 with 
increased loads, the anticipated sav- 
ings will be $7,720,000 and $7,257,- 
500 respectively. Thus for the four 
years 1936-1939, a reduction in the 
cost of power of $29,472,689 is con- 
fidently expected. Besides all this, a 
saving will result from payments to 
the Gatineau Power Company in law- 
ful money of Canada at Toronto in- 
stead of in New York funds. What 
this saving will be, may be judged 
from the fact that during the last five 
years, exchange has cost the commis- 


sion $945,838.82. 


Ox the technical side of “Hydro” 
some interesting observations ob- 
tride. In order to supply Eastern 
Ontario from Niagara, a 60,000- 
horsepower frequency changer has 
been installed at Chats Falls to con- 
vert 25-cycle energy into 60-cycle en- 
ergy. Every other system in Canada 
and in North America operates at the 
standard frequency of 60 cycles, ex- 
cept the Niagara district of the “Hy- 
dro” which stubbornly clings to 25 
cycles for domestic service. 


From the stations of the Gatineau 
Power Company to Toronto, the dis- 
tance of transmission is 260 miles. 
Since the reduction in the supply of 
Quebec power and the partial substi- 
tution of Niagara power in Eastern 
Ontario, the line losses have been 26,- 
000 horsepower less than they were 
under the former conditions. This is 
a saving in line losses alone of about 
$300,000 a year. 

Under the old arrangements, it was 
the intention of the former “Hydro” 
engineers to erect a new steel tower 
line from the Beauharnois terminal to 
the city of Toronto at a cost of from 
$18,000,000 to $20,000,000; but the 
present commission has no intention 
of entering into any such capital ex- 
penditure to make available in far 
away Toronto electricity, the logical 
market for which is in Montreal, 25 
miles distant. 

The commission at present has a 
single circuit line from the Quebec- 
Ontario boundary, where it meets 
with the Beauharnois line near the St. 
Lawrence river, to Toronto. This 
line extends for a distance of 75 miles 
till it forms a junction with the Mac- 
laren lines at the mouth of the Lievre 
river and from there goes on to Chats 
Falls on the Ottawa river. From 
Chats Falls the power is then trans- 
mitted 200 miles to Toronto. The 
total distance is thus 301 miles and the 
maximum capacity of the line is 150,- 
000 horsepower. 


it should be mentioned that unlike 
most power networks, the six sys- 
tems of the “Hydro” are separate and 
distinct entities ; and except for the re- 
cent tie-in of Eastern Ontario with 
Niagara Falls and the purchase of 
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Disappointing Results of State Ownership 




















i “we the facts about state ownership in 

Canada are these: 
power authorities are quite common in the 
Dominion, the resilts of their operations are 
not such as to warrant emulation. Over-looking 


While Provincial 


entirely the losses in taxes which result from 
such a policy, none of the power authorities has 
managed to meet expenses.” 





8,000 horsepower by the Georgian 
Bay System from the Niagara Sys- 
tem, there is no interconnection what- 
soever between the generating sys- 
tems. All that they possess in com- 
mon is a single executive office staff 
under one board of directors in the 
persons of three “Hydro” commis- 
sioners ; and a unified financial respon- 
sibility. 

Neither is there any system-wide 
rate for service. The rates vary with 
the distance and with the maximum 
demand of each municipality. In or- 


der to keep down peak load on which , 


the yearly rate is predicated, the use 
of any motor, device, or heating ap- 
paratus which would add to the peak 
is oftentimes discouraged. If the mu- 
nicipality also owns a gas supply sys- 
tem, it is very apt to suggest the use 
of a gas stove instead of an electric 
range, for the sake of keeping down 
its peak demand. Certain it is, that 
the gas companies operating in On- 
tario have never experienced much, if 
any, competition from municipal elec- 
tric systems. Where gas is available, 
the residence use of electricity is not 
very high. It is only where there is 
no gas available and where conse- 
quently electricity is employed for 


cooking, water heating, and refrigera- 
tion, that much energy is used in the 
homes of Ontario. The total average 
annual consumption is approximately 
1,600 kilowatt hours; yet 71 per cent 
of the domestic consumers use less 
than that average,—30 per cent using 
less than 600 kilowatt hours, and 30 
per cent more consuming between 600 
and 1,200 kilowatt hours yearly. 


~~ its inception the Hydro-Elec- 
tric Power Commission of On- 
tario has received its funds very large- 
ly from the Provincial Government. 
Out of the $259,000,000 put into the 
power business by “Hydro” some 
$204,000,000 was raised by the sale of 
bonds of the Province of Ontario. 
Inasmuch as these were not earmarked 
in any way, it handicapped the Prov- 
ince in raising money for its own pur- 
poses. Therefore it was recently 
agreed to segregate the capital of the 
“Hydro” from the debt of the Prov- 
ince. In pursuance of this agreement, 
the Hydro-Electric Power Commis- 
sion of Ontario henceforth will float 
its own bond issues, which however 
will bear the guaranty of the Prov- 
ince. 

The “Hydro” was originally in- 
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tended to be a self-liquidating project, 
and it was accepted as such by the 
yoters of Ontario. However, after al- 
most thirty years of existence, the debt 
of “Hydro” to the Province still 
stands in excess of $187,000,000 ; and 
with all its reputed reserves, sinking 
fund, etc., the “Hydro” is resorting to 
refinancing its maturing obligations. 
While in the present state of the mon- 
ey market this will result in some sav- 
ing in interest, it nevertheless pushes 
that much farther away the day when 
the “Hydro” will be free and clear of 
debt. 

On February 20, 1936, the commis- 
sion sold $15,000,000 of 5-year bonds 
at an interest cost of 2.58 per cent. 
In December 1934, it disposed of 
$10,000,000 8-year bonds at an inter- 
est cost of 3.6 per cent. The present 
commission naturally is proud of this 
showing, which it mistakenly attrib- 
utes to the better credit position of 
“Hydro,” whereas in reality, it shows 
the faith of investors in the Province 
of Ontario which guaranteed the 
bonds. Without such a guaranty, 
“Hydro” bonds would, in all likeli- 
hood, not have been accepted at so low 
a rate of interest. 


, | ‘HE present commission is entitled 
to much credit for its hard work 
and for its unstinted loyalty to the 


“Hydro” ideal. It must, however, 
face facts and govern itself according- 
ly. Many perplexing problems will 
present themselves shortly, and the 
writer believes the present commission 
will meet the issues squarely and with- 
out fear of consequences. Ontario 
will not stand still. It will need more 
power, and the commission will have 
to provide it. What it has lately pro- 


OF ONTARIO 


posed to do in Ontario in the way of 
development, may turn out to be a 
luring mirage. It may also discover 
that its new arrangement with the 
power companies of Quebec while it 
will stop losses for the moment has re- 
sulted in no peace ;—just a truce, that 
may not last. The punishment it 
meted out was more ruthlessly un- 
moral than the crime, if contracting to 
sell power at a low rate may be con- 
sidered a crime. 


N”™ the facts about state owner- 
ship in Canada are _ these: 
While provincial power authorities are 
quite common in the Dominion, the 
results of their operations are not such 
as to warrant emulation. Overlook- 
ing entirely the losses in taxes which 
result from such a policy, none of the 
power authorities has managed to 
meet expenses. 

On the other hand, corporate enter- 
prise in Canada, and that means chief- 
ly Quebec, has to its credit the follow- 
ing accomplishments : 


(1) It is more aggressive in devel- 
oping natural resources. Compare the 
3,000,000 horsepower developed on 
the lowhead rivers of Quebec, with 
the 2,000,000 horsepower developed in 
more populous Ontario; much of it at 
Niagara Falls, the counterpart of 
which does not exist in Quebec.! 


(2) It is more efficient in the use 
of capital. Observe the lesser invest- 
ment and greater output per horse- 
power in Quebec with the investment 
and output in Ontario. 


(3) It disposes of electricity at a 
lower average rate. Witness that the 
average rate per kilowatt hour con- 


1 For statistics on central electric stations 
in Canada, consult “Census of Industry, 1934” 
published by Minister of Trade and Com- 
merce, Ottawa, 1936. 
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sumed in Quebec is less than half that 
in Ontario. 


(4) It operates at less cost. Com- 
pare the total expense of the power 
companies of Quebec with that of 
Ontario, together with the salaries, 
wages, etc., of both provinces. 


(5) It is more solicitous about con- 
tinuity and reliability of service. Evi- 
dence the interconnection of six sepa- 
rate systems in Quebec for mutual aid 
and protection with the lack of inter- 
connection between systems in On- 
tario. 


(6) It has supplied every demand 
and spread its service over vast por- 
tions of rural sections at its own ex- 
pense. Witness the fewer number of 
farms electrified in the rich Province 
of Ontario, even with provincial sub- 
sidy, than in poorer and more sparse- 
ly settled Quebec where no subsidy 
exists. 


(7) It is more progressive in the 
matter of uniform rates. Observe the 
system-wide rates for the same class 
of service in Quebec, with the variety 
of rates for the same class of service 
prevailing in Ontario. 


(8) It is keener to the advantages 
to the consumer of frequency stand- 
ardization. Witness the mixture of 
frequencies in Ontario,—an inferior 
25-cycle lighting frequency in the 
Niagara District and 60 cycles 
throughout the rest of the Province, 
—with the uniform frequency of 60 
cycles throughout Quebec. 


(9) It is more reliable in per- 
formance and more zealous in at- 
tracting industry. Note the yearly 
rise in the wholesale cost of power in 
Ontario and the greater industrial 
growth in Quebec. 


(10) It renders service without 
reference to political expediency, 
Observe that industrial and rural 
rates are lower in Quebec than in On- 
tario, and how “Hydro” serves large 
municipalities at less than cost. 


(11) Jt is not marked by arbitrari- 
ness or ruthlessness. Study the un- 
precedented and dictatorial powers of 
“Hydro” and the ruthlessness with 
which it repudiated its contracts with 
Quebec power companies. 


(12) It is free from political pre- 
ferment. Note the shake-up in the 
“Hydro” staff and the complete 
change in the commission due to 
political upset at the polls. 


But why pile up the evidence? 
“The moving finger writes, and hav- 
ing writ moves on.” Considering the 
length of time the “Hydro” has been 
in operation, the advantages which it 
possesses, and the losses it has sus- 
tained, the conclusion is inescapable 
that private corporate enterprise in 
Canada with all its handicaps has 
nevertheless far outstripped govern- 
ment enterprise in the public utility 
business. 





Relief Client Donates Municipal Plant 


hig is a new electric light plant being installed in the Dunn county 
(N. D.) courthouse—the gift of a relief client. The aged electric 
plant in the county building had worn out and county commissioners were 
contemplating the expense of replacement when J. F. Weinrich of 
Halliday, N. D., offered them his. Weinrich, whose plant had provided 
the city of Halliday with electricity until the franchise was given to 
another company, donated the equipment, valued at $2,000. Weinrich 
is nearly eighty years old and had been receiving aid from the county 
for three or four years. He donated his plant as a gift in appreciation. 


—The Bismarck Tribune. 
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Financial News 


and 
Comment 


By OWEN ELY 


Drought Effects on Utility 
Operations 


Pop ee effects on the electric light 
and power industry are indicated 
by the statistics in the August bulletin 
of the Edison Electric Institute. Kilo- 
watt hours generated by fuel amounted 
to 5,573,337,000 in the month of June, 
compared with 4,173,597,000 last year, 
an increase of 33.5 per cent; while kilo- 
watt hours generated by water power 
were 2,932,266,000 against 3,118,393,- 
000, a decrease of 6 per cent from last 
year. For the twelve months ending 
May 3lst the gain over the similar pre- 
vious period was 12.9 per cent for fuel- 
generated kilowatt hours and there was 
aso a gain of 10.4 per cent for hydro- 
dectric output. Thus in June only 34 
per cent of total energy was obtained 
from water power, while last year in 
that month some 43 per cent was thus 
obtained. Steam plants had to be used 
about one sixth more intensively than 
might have been done under normal 
conditions and since total output is 
around the all-time peak level this prob- 
aly involved the use of many “stand- 
by” plants normally inactive, and of less 
diciency. Thus the companies which 
normally produce hydroelectric power 
and are in the drought regions, will be 
affected for part of 1936 by additional 
fuel and operating costs. 

D. W. Ellsworth, editor of the An- 
ulist, thinks that the latest sharp rise 
in the Times electric-power index, to 
105.8 (close to the 1929 high of 105.9) 
is due more largely to the drought than 


to increased business activity. He points 
out that closing of hydroelectric plants 
has necessitated purchase of power from 
steam plants located at distant points, 
thus involving heavier transmission 
losses. Such losses are, of course, an 
additional expense factor. 

Since very few companies issue 
monthly earnings statements, it will be 
difficult to trace the exact effects of the 
drought, particularly as there are so 
many abnormal earnings factors now 
at work—rate cuts, increased taxes, re- 
duced interest charges, etc. One sys- 
tem which for many years has issued 
monthly earnings statements is the Com- 
monwealth & Southern Corp., whose 
hydroelectric output in 1935 was 64 per 
cent of its total. However, it seems 
doubtful whether this company’s hydro 
plants were greatly affected. In June 
the ratio of expenses and taxes to gross 
revenues was about 53 per cent, com- 
pared with 50 per cent last year, but it is 
possible that the higher ratio was due in 
part to increased taxes or other factors. 


* 
Electric Power & Light 


Corporation 


gp Power & Light Corporation, 
second largest of the four domes- 
tic systems affiliated with the Electric 
Bond & Share system, is a holding com- 
pany with diversified services and ter- 
ritory. Its subsidiaries serve some 4,- 
170,000 people in 1,318 communities 
located in twelve southern and western 
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states—Arkansas, Louisiana, Missis- 
sippi, Alabama, Florida, Texas, Colo- 
rado, Utah, Idaho, Wyoming, Nevada, 
and Oregon—and in Monterrey, Mexico. 
In 1935, 49 per cent of revenues were 
obtained from electric power and light 
sales, 35 per cent from natural gas, 11 
per cent from transportation, and 5 per 
cent from oil and miscellaneous. 
Electric properties include two prin- 
cipal interconnected groups, one in 
Louisiana, Mississippi, and Arkansas, 
and the other in Idaho and Utah with 
extensions in the neighboring states. In 
the first group are included New Or- 
leans Public Service, Inc., Louisiana 
Power & Light Co., Mississippi Power 
& Light Co., and Arkansas Power & 
Light Co. The western group com- 
prises Utah Power & Light Co. and 
Power Securities Corporation, control- 
ling Idaho Power Co. Companies not 


included in these two groups are the 
Dallas Power & Light Co. and Dallas 
Railway & Terminal Co., serving Texas 
communities. 

The system’s gas customers are serv- 
iced by subsidiaries of United Gas Corp. 


Contributions made by subsidiaries to 
total system gross in the twelve months 
ended June 30, 1936, together with the 
percentage gains in net income regis- 
tered over last year, were approximately 
as follows: 

Percent- 

ageof Percent- 

System age Gain 
Gross __ in Net 
.- 35% 100% 


7 


95 
Arkansas Power & Light ... 4 
Louisiana Power & Light ... a 
Dallas Power & Light 2 
Mississippi Power & Light .. 63 
Idaho Power Co. 5 23 


34 


United Gas Corporation .. 
New Orleans Public Serv- 


The above gains in net income of sub- 
sidiaries were reflected in consolidated 
system net income (after subsidiary pre- 
ferred dividends) of $5,351,245 com- 
pared with a loss of $222,218 last year. 
Earnings for the current year were suf- 
ficient to cover dividend requirements 


on the parent company’s first preferred 
stocks with a slight margin. 


| gpa Power & Light Corporation 
owns substantially all of the com- 
mon stocks (in addition to senior securi- 
ties in some cases) of all its electric 
subsidiaries (the smallest percentage be- 
ing the 90.9 per cent equity in Dallas 
Power & Light Co.). It owns substan- 
tially all the $7 second preferred stock, 
48.5 per cent of the common stock, and 
about 74 per cent of the option war- 
rants, of United Gas Corporation. Unit- 
ed Gas in turn owns substantially all 
the stocks of United Gas Public Service 
Co., its principal operating subsidiary, 
and of a number of other natural gas 
operating companies. It also has a 75 
per cent interest in Duval Texas Sulphur 
Co., 47 per cent in Mississippi River 
Fuel Corporation, 27 per cent in El 
Paso Natural Gas Co., and about 49 
per cent of the voting trust certificates 
for the Class B stock of Consolidated 
Gas Utilities Co. 

Electric Power & Light Co.’s 9-year 
consolidated earnings record has been 
as follows: 


No. Times Earned 
Calendar Charges per Sh. 
Year Earned Common. 
1935 Def. $1.40 
1934 Def. 1.63 
1933 
1932 
1931 
1930 
1929 
1928 
1927 


Electric Power & Light Corporation 
has outstanding $31,000,000 debentures 
due 2030, 514,172 shares of $7 preferred 
stock, 255,431 shares of $6 preferred, 
82,964 shares of $7 second preferred, 
3,421,261 shares of common, and 567, 
354 option warrants. Current approxi- 
mate quotations for these issues are as 
follows: 

1936 


Range 
Debenture 5s of 2030 74-92 
$7 First preferred stock .... 33-85 
$6 Second preferred stock .. 30-78 
Common st 1 6-18 
Warrants 


Current 
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erred, 
| 567,- 
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are as 


1936 

Range 
74-92 
33-85 
30-78 


6-18 
2-9 


FINANCIAL NEWS AND COMMENT 


Has Federal Activity Hastened 
Downtrend in Electric Rates? 


HE average revenue per kilowatt 

hour from domestic customers in 
the twelve months ended June 30th was 
4.86 cents compared with 5.20 cents in 
the preceding year, a decline of 6.5 per 
cent. It is interesting to note that some 
twenty years ago the average retail price 
of household electricity dropped 11 per 
cent during several years’ period of 
rising commodity prices. While the 
downward trend was temporarily halt- 
ed by post-war conditions, average rates 
have again declined quite steadily since 
1921. It seems doubtful whether Fed- 
eral intervention has accelerated the re- 
cent downward trend, which seems more 
largely due to the decline in operating 
cost, the adoption of new rate policies, 
and the orders of state commissions. 


Injunction Asked against 
TVA Competition 


Spe competition between TVA and 
private companies operating in Ten- 
nessee and neighboring states after No- 
vember 4th (when arrangements for 
distribution of Norris dam power will 
probably be announced by TVA) now 


appears likely. Nineteen companies in 
this territory on May 29th challenged 
the constitutionality of the TVA Act, 
and on August 19th requested the UV. S. 
district court at Knoxville, Tenn., for a 
preliminary injunction restraining the 
TVA from further activities, pending 
the outcome of the earlier action. The 
motion for an injunction stated that 
TVA has greatly increased its power 
activities and is proceeding to construct 
a competing network of transmission 
and distribution lines and “appropriat- 
ing the customers and markets of these 
wtilities and interfering with their pres- 
ent business relationships on the basis of 
unfair confiscatory rates made possible 
only by subsidies from Federal and state 
taxpayers.” 

TVA has already completed 2,100 


miles of transmission lines, with 1,300 
additional miles completed or planned. 
The territory served, or intended to be 
served, has a population of about 2,400,- 
000. TVA now has, or is soliciting, 
contracts to serve twenty-two cities in 
Tennessee, eleven in Mississippi, seven 
in Alabama, and one in Georgia, and the 
electric power consumed by these cities 
is a large part of the total power busi- 
ness of the defendant companies. 

As an example of “ruthless” TVA 
methods, Alabama Power Co. began to 
construct a line from Vinemont to West 
Point, Alabama, and less than an hour 
later one hundred TVA employees had 
begun construction of a competing line 
only a few feet away. On the same 
afternoon the TVA crews began string- 
ing wires, which in some instances 
touched the tops of the Alabama Power 
Co.’s poles, and the line was completed 
the following day 


rN active campaign of propaganda 
and solicitation has been engaged 
in by TVA. It sponsors local commit- 
tees which seek agreements from resi- 
dents of their communities specifying 
what electrical equipment will be in- 
stalled and used if a TVA distribution 
line is built. The committees are en- 
couraged to organize cooperative electric 
membership corporations to finance 
service lines through REA or other gov- 
ernment agencies. TVA rates are then 
fixed on a sliding-scale basis as an in- 
ducement to the membership corpora- 
tions to solicit industrial and other large 
consumers now served by the utility 
companies, resale rates for power being 
definitely under TVA control. Thus far 
thirteen of these corporations have been 
formed in Tennessee, fourteen in Mis- 
sissippi, six in Alabama, and one in 
Georgia. 

TVA has also directly solicited large 
industrial and municipal customers of 
the private companies. For example, 
Monsanto Chemical Co. recently decid- 
ed to construct a large plant in Tennes- 
see and satisfactory terms for the use 
of a large amount of power were 
reached with Tennessee Electric Power 
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Co., but the chemical company asked for 
proper security for the contract because 
of the precarious situation of the power 
company due to TVA. The power com- 
pany offered to deposit $1,500,000 of its 
own first-mortgage bonds, but in return 
the chemical company asked for a guar- 
anty from Commonwealth & Southern, 
and shortly afterward announced that it 
had decided to purchase power from 
TVA, which has since commenced con- 
structing a transmission line. 

The motion for an injunction con- 
cludes : 

By these processes, and as complainants’ 
contracts with existing customers expire 
and noncompetitive and subsidized rates be- 
come established throughout the territory 
within the reach of defendants’ power, com- 
plainants are immediately and inevitably 
faced not only with the loss of business in 
the territory so occupied, but with the com- 
‘son and rapid destruction of their entire 

isinesses. 


a New York Tribune points out: 


In private industry no one can compete 
with an existing utility without a certificate 
of convenience and a the state 
utility commission. The TVA has ignored 
the state commissions, and holds that it is 
not under their jurisdiction or supervision, 
and for this reason is free to compete with 
any utility. This is held as a good example 
of what a domineering government can do 
to private industry. The points against the 
TVA are piling up rapidly, and it is be- 
lieved that the grounds for relief are so 
strong as to draw a broad interpretation of 
the constitutionality of the act from the 
Supreme Court. 


While the Supreme Court has already 
rendered a decision which favored 
TVA, this was confined to a specific is- 
sue, and the opening of Norris dam, 
together with TVA’s increased activities, 
affords good opportunity for a definite 
show-down on the whole question of 
yardstick rates based on sale of subsid- 
ized power. 

* 


Power from Bonneville 


what extent will Bonneville pow- 
er, when available, compete with 
power supplied by private utilities? Ul- 


timately about 2,500,000 kilowatt hours 
of salable energy will be available per 
annum, which amount is more than 
twice that generated in Oregon during 
the maximum year on record (despite 
the fact that present per capita use is 
already almost twice the U. S. average), 

According to a study made by the ad- 
visory committee on power of the Ore. 
gon State Planning Board, the capital 
cost of generation will amount to $46- 
000,000 and of transmission $43,270- 
000. It is assumed that some 1,9) 
miles of line should be set up to serve 
51 receiving substations (37 in Ore. 
gon). According to a summary of the 
report in the Electrical World ot August 
Ist, probable future competitive power 
costs in the transmission area tributary 
to Bonneville might be as follows, in- 
cluding fixed charges : 


Electric Service to Farms 


s of June 30th, the Edison Electric 
Institute reports that nearly one 
fifth of the nation’s farms having oc- 
cupied dwellings valued at over $500 
have electric service. While accurate 
comparison with the previous year is 
difficult because of a reclassification of 
farm customers, it appears that there 
was a net gain of about 70,000 farm 
customers, or over 9 per cent, during the 
year. 

According to an address before the 
Institute by Vice President Freeman of 
the Columbia Gas & Electric Corpora- 
tion, Administrator Cook of the REA 
has proceeded slowly and cautiously in 
allotting Federal funds for farm elec- 
trification projects. Some months ago 
the amount actually advanced for con- 
struction work was estimated at only 
about a quarter of a million dollars, al- 
though applications for loans for rural 
electric-line construction totaled about 
$93,000,000. 

According to Mr. Freeman the sum 
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of $40,000,000 a year, which is to be ap- 
propriated by Congress for lending of 
funds by REA, may be divided about 
equally between cost of wiring and ap- 
pliances, and the cost of building lines ; 
and at about $1,000 per mile, some 20,- 
000 miles of line could be built annually 
to service 75,000 customers. The REA 
assumes that these projects can be un- 
dertaken on a self-liquidating basis, even 
though consumers average less than four 
per mile. The electric industry, thus 
far, has found it impossible “to realize 
anything like the estimated results upon 
which the REA program is based.” 

Waldemar Kaempffert, in an article 
in the New York Times, “Power for 
the Abundant Life,” estimates that “it 
will take at least 2,000,000 miles of ad- 
ditional rural lines to bring electric ener- 
gy to territories that are now without it, 
and the investment entailed would 
amount to $2,500,000,000.” It is obvi- 
ous that even if the REA steps up its 
program and expends 40 million dollars 
a year, extensions accomplished by this 
agency will be only a small part of 
the total program envisaged by Mr. 
Kaempffert. 

* 


Factors in Long-term Trend of 
Electric Power Output 


te New York Times, in revising 
its weekly index of electric-power 
production, points out that the long- 
term upward trend of electric-power 
output has again been resumed after a 
2-year interruption due to the depres- 
sion. This trend when corrected for 
seasonal variation appears to be almost 
identical with that of steel-ingot produc- 
tion, except that the cyclical amplitude 
is only one fifth that of steel, and hence 
the Times’ trend line for its adjusted 
electric index has been derived by ad- 
justing the steel index. 

The Times points out that electric out- 
put is governed by several different fac- 
tors: industrial use constitutes about 
one half, retail use by commercial con- 
sumers about one fifth, and electric rail- 
ways about one tenth. Household use 
of electricity, which accounts for about 


18 per cent, was affected only slightly 
by business conditions during the de- 
pression, and this decline was about off- 
set by the increased use of current for 
electric refrigerators and other appli- 
ances. Domestic use of current is there- 
fore a stabilizing factor, but it also in- 
troduces an extraneous influence on the 
index because its seasonal trend is quite 
different from that of commercial use of 
power. A more accurate index of busi- 
ness activity would exclude household 
use of current, but it is impossible to ob- 
tain figures on the separate classifica- 
tions promptly enough to make them ot 
any great value even for a monthly busi- 
ness index. Detailed consumption fig- 
ures cannot be obtained until about six 
weeks after the end of the month to 
which they most closely apply, since they 
are based on readings of consumers’ me- 
ters. The weekly figures compiled by 
the Edison Electric Institute represent 
total output of all utility plants (exclud- 
ing traction companies) plus imports 
from Canada and Mexico. The month- 
ly figures compiled by the Geological 
Survey include power produced by all 
generators but exclude imports. 


* 
Federal Control of Utility 


Accounting 


HE Byllesby prize paper on “The 
Accounting Future in the Public 
Utility Industry,” by H. G. Anderson, is 
published in the Edison Electric Insti- 
tute Bulletin for August. Mr. Ander- 
son points out that both the Federal 
Power Commission and the Securities & 
Exchange Commission are given prac- 
tically unlimited power over the ac- 
counting practice of all electric compa- 
nies subject to the act—estimated at 
about 90 per cent of all companies. 
This power also extends to individuals 
and companies owning as little as 5 
cent of the voting securities of, or doing 
the principal part of their business with, 
utility companies subject to the act. 
Literally interpreted, the law would 
seem to prevent the utility accountant 
from keeping any records of any kind 
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other than those prescribed by the com- 
mission, without obtaining its consent. 
The law would also seem to permit three 
“uniform systems of accounts,” one by 
the SEC, one by the FPC, and one by 
a state commission, although § 318 
might eliminate one of these three. It 
seems likely that the various authorities 
will codperate toward the construction 
of a standard accounting system, and 
the meeting held in Washington last 
December was probably a step in this di- 
rection. 

Mr. Anderson states that while in his 

opinion the law gives the commissions 
powers as to (1) “form and manner,” 
(2) preservation of records, and (3) in- 
spection of records, they do not give 
power to “write into accounting classifi- 
cations new definitions not in accord 
with existing law as to ‘cost’ and ‘profit 
and loss’ and other vital factors having 
to do with the recordation of the finan- 
cial history of the corporation. 
At the present time two new accounting 
classifications, one Federal and one 
state, do contain such points and are be- 
ing contested in the courts.” The uni- 
form system of accounts for electric util- 
ities presented for adoption at the an- 
nual meeting of the National Associa- 
tion of Railroad and Utilities Commis- 
sioners last November contained in his 
opinion requirements which would force 
false theories of accounting on the com- 
panies. “These false accounting the- 
ories reflected in the published state- 
ments of the accounting company would 
in many cases affect its credit, render it 
difficult for the company to raise funds 
to meet the cost of expansion and de- 
velopment, and might ultimately lead to 
its insolvency through no fault of the 
management of the business.” 


HE proposed classification would 
fix property costs on the basis of 
the original cost of the property when 
first devoted to public use, regardless of 


any later changes in values. This adds 
a third rate base to the two previously 
used—‘“prudent investment” and “re- 
production cost less depreciation’”—the 


latter having been generally accepted 


since the famous Supreme Court case of 
Smyth v. Ames. 

The obvious intent of the classifica- 
tion as a device to reduce rates seems 
indicated by exclusion of certain items 
as operating expenses—debt service ex- 
pense, financial-administration expense, 
and income taxes. These items have al- 
ways heretofore been considered as 
proper deductions in arriving at the cost 
of rendering service. 

The new classification would specify 
the straight-line method of depreciation 
despite the fact that obsolescence in- 
volves such irregular factors as im- 
provement in the art, growth of the 
business, government requirements, etc, 
Depreciation of physical plant might 
perhaps be placed on a mathematical ba- 
sis, but obsolescence can hardly be meas- 
ured years in advance. In Mr. Ander- 
son’s opinion depreciation might well be 
divided into two separate reserves. 

Another feature of the proposed 
classification is the requirement of 
elaborate and detailed records, both for 
capital costs and operating expenses, by 
“each separate generating station, sub- 
station, transformer station, and trans- 
mission line, and the distribution and 
utilization system in each city, village, 
or town.” The great expense of keep- 
ing such records, which eventually must 
be paid by consumers, is obvious even to 
the uninitiated. The attempts of the In- 
terstate Commerce Commission (and of 
the courts having jurisdiction in many 
passenger rate cases) with respect to at- 
tempted allocation of investment costs 
and operating expenses for various rail- 
road services, geographical divisions of 
mileage, etc., should be studied in this 
connection. 

The accounting committee of the Edi- 
son Electric Institute has previously 
submitted many suggestions to both the 
National Association of Commissioners 
and the Federal Power Commission, in- 
dicating the revisions which in its opin- 
ion should be made in the present clas- 
sification, which was adopted by the 
National Association of Commissioners 
in 1922. It has now prepared a com- 
plete draft embodying its ideas. 
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What Others Think 





Municipal Ownership, Public Sentiment, 
and Industrial Enterprise 


CARCELY a day passes now that the 
S newspapers do not print another 
poll showing that Roosevelt will win, 
that Landon will win, that the election 
will be thrown into the House of Rep- 
resentatives, and so forth. Every class 
and every calling is being canvassed 
and interviewed by the professional pre- 
viewers of American sentiment: farm- 
ers, business men, negroes, baseball 
stars, Holy Rollers, and chess players. 
Even little Shirley Temple, it is ru- 
mored, is finding it difficult to avoid 
the political interrogations of the straw 
vote promoters. 

Just for a hot-weather change, it is 
interesting to note that the monthly 
magazine Fortune recently undertook to 
sound out public ownership of public 
utilities. The results of this survey, 
published last July, are as follows: 


For Public 
Ownership 


Telephone 
Trolleys and busses 


With about 14 per cent of the people 
answering “don’t know” to each part 
of the question, these figures do appear 
to show a substantial popular partiality 
towards government ownership. The 
Washington correspondent for Teleph- 
ony, the magazine organ of the in- 
dependent telephone industry, had some 
interesting observations to make con- 
cerning the reliability of such figures: 

Ask the average man on the street if the 
government should take over and operate 
anything that he uses often—street cars, 
milk, and bread, and even newspapers— 
and a surprising number will unthinkingly 

answer “Yes.” There is somewhat of a 

grandiose and euphemistic tinge to the 


phrase “operated by the government” that 
causes many an unthinking, or at least 
casual, observer to respond favorably. 

Besides that, so many people of late have 
come to associate governmental operation 
with something for nothing that one can 
hardly blame “the Man on the Street” if 
the thought pops up in the back of his 
head that government operation may in 
some way mean free service, or at least 
a reduced rate for service. 


o> Telephony article goes on to 
state that when a specific proposi- 
tion is placed before local voters and 
the public ownership issue is “cussed 
and discussed” by opposing political 
groups, newspapers, and so forth, the 
reaction is different. In that event even 
the dullest citizen can grasp, at least in 
a general way, the meaning of public 
ownership and how it will affect him 
as a consumer and as a taxpayer. The 
article continued: 


The results of the numerous municipal 
elections held within the past two years on 
public ownership of utility properties are 
surprising, in view of the fact that in nearly 
all cases the voters were assured: (1) that 
the government (Public Works Administra- 
tion) would stake the town to from 30 to 
45 per cent of the cost of the proposed 
utility plant, and (2) that the government 
would loan the balance. In some instances 
proponents unofficially assured citizens that 
even the loan need never be paid back unless 
the plant made money hand over fist. 

Barring such elections in tiny whistle- 
stop communities of less than a thousand 
population, the results have heavily favored 
private ownership. Outside of the Tennes- 
See valley area, Iowa City and Camden, 
N. J., are the only communities of conse- 
quence that have risen to the bait. Cities 
such as Milwaukee, St. Paul, Birmingham, 
and Cincinnati have overwhelmed such 
propositions. 


The Telephony correspondent appar- 


ently is skeptical of results claimed by 
a recent rélease of the power division 
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of the Public Works Administration 
which shows that of 132 communities 
in 32 states and Alaska, 112 communi- 
ties or 82 per cent favor municipal own- 
ership of electric power plants. This 
news release stated in part: 


A breakdown of the results of the survey 
into population groups shows that 112 com- 
munities were under 10,000 population and 
that 85 of these were favorable to public 
ownership. In towns with populations vary- 
ing from 10,000 to 24,999, 16 elections were 
held, 11 of which resulted in votes favorable 
to public ownership. In communities of 
25,000 to 199,999 population, only seven 
communities are listed, yet five favored 
public ownership. Only two elections were 
held in cities from 200,000 to 599,999 popula- 
tion. One of these resulted in an unfavor- 
able vote of approximately 56 per cent, while 
in the other city 94 per cent of the voters 
favored municipal ownership. 


) apocntygen the fact that the PWA sur- 
vey was limited to municipal elec- 
tions in which PWA loans were in issue 
(and hence did not take in such large 
city elections as Birmingham, Milwau- 
kee, St. Paul, or Cincinnati) may ex- 
plain the apparent discrepancy between 
the PWA conclusion and that of Tel- 
ephony’s correspondent. 

Speaking of the PWA list of munici- 
pal electric results, a confidential “Wash- 
ington letter” service, exclusively de- 
voted to a discussion of utility matters, 
recently gave the results of 218 munici- 
pal elections on public ownership of 
electric utility properties held since 
PWA financing was inaugurated. It 
was stated that this survey included 
“every election of any consequence held 
within the period designated and that 
it presents a reliable picture of the pre- 
vailing trend in municipal utility elec- 
tions, with due regard for the important 
factor of population.” The results 
showed that on a total voting population 
basis, there was a substantial majority 
(704 per cent) opposed to public owner- 
ship. On a municipal unit basis, how- 
ever, there was almost an equal pre- 
ponderance (634 per cent) in favor of 
public ownership. 


: other words, out of the total of 218 
elections, municipal ownership car- 


ried in 138 places and was defeated in 
78 places, but the municipalities voting 
favorably had only a total population of 
1,460,821, as compared with 3,481,604 
—the total population of municipalities 
voting against municipal ownership. 
This would seem to indicate that munic- 
ipal ownership is attracting strong sup- 
port in smaller communities, while pri- 
vate ownership is the heavy favorite 
in the larger cities. 

Of course, in connection with any sur- 
vey of public ownership election results, 
care should be taken not to confuse gen- 
eral average public sentiment on public 
ownership with average results of pub- 
lic ownership elections. Elections are 
held only in cities and communities 
where the public ownership issue has 
been presented and agitated to the ex- 
tent of bringing about sufficient popular 
demand for an election at all. Thus it 
is important to remember that the total 
population involved in all municipal 
elections listed since 1933 is less than 
5,000,000, as compared with the vast 
balance of our national population 
served by privately owned electric util- 
ity companies. 

On the other hand, as Telephony's 
correspondent observed, too much reli- 
ance cannot be placed on casual in- 
quiries upon which polls or straw votes 
must be erected. He compared them to 
popular radio broadcasts in which the 
announcers place microphones on the 
sidewalks and asks various questions of 
passersby. The Telephony correspond- 
ent concluded : 


In a single program, a radio announcer 
tolc this correspondent he had the following 
answers to his question: “Don’t know how 
many states there are in the Union,” “Don't 
know the name of the King of England,” 
“A synonym is a kind of a soft bun,” 
“Think that capital punishment should be 
abolished except when the person is guilty, 
“The government should relieve the drouth 
by sending water in tank cars.” 

These boners (by people walking around 
the streets of Washington, D. C.) are here 
repeated, not as a sneer at the ignorance 
of the run-of-the-mill pedestrian, but mere- 
ly to show that when you suddenly ask an 
average humble citizen something outside of 
his usual routine of experience, you are 
taking a decided advantage of him. 
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yrance the next man you meet on the street and ae 
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u are government should take over the telephone 4 
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sis of municipal plants in Indiana by 
the professional writer, Mr. Jonathan 
Brooks, who may be recalled as an occa- 
sional contributor to the FortTNIGHTLY. 
Mr. Brooks contends that in discussions 
of public ownership, whether local, state, 
or national, the tendency has been to 
consider only the question of obtaining 
low rates for small customers who (be- 
cause there are more of them) have the 
most influence at the polls. This may be 
sound politics but is it good economics 
if it results in shooing away from this 
community large industries which make 
jobs and _ generally augment local 
wealth? That is the point investigated 
by Mr. Brooks. He claims that in or- 
der to meet costs of providing service, 
political control charges somewhat high- 
er rates for commercial and industrial 
users of service, in addition to taxing 
them. 

To prove his point, Mr. Brooks has 
made a brief study of municipal owner- 
ship of utilities in Indiana and alleges 
that a stunting of city growth is shown 
in nearly every community where mu- 
nicipal ownership of electric utilities has 
been adopted. Mr. Brooks states: 

Here is the proof of the first item on 
growth. Indiana as a state has trebled in 
population since 1890 when, roughly speak- 
ing, the electric industry began. We have 
34 cities over 10,000 population. Twenty- 
five of them are served by regulated com- 
panies, and these 25 have grown an average 
of 304 per cent. Nine of them, relying on 
politically managed plants for power, have 
grown an average of only 193 per cent, 
and 5 of the 9 have failed to double 
in population! Of the other 4 having the 
greatest growth, one has company serv- 
ice for industries and commerce in compe- 
tition with the city plant, one has trans- 
mission system service for its greatest in- 
dustry, and a third buys all its city plant 
supply from a regulated company in the 
larger neighboring city of which it is vir- 
tually a suburb. 


A to industrial growth, Mr. Brooks 
takes Census figures to compare 
three cities, A, B, C, where municipal 
ownership of local electric service was 
being agitated but had not been accom- 
plished, and four Indiana cities of the 
same population class, D, E, F, and G, 
where municipal ownership had become 
an accomplished fact. Here are his 
findings : 

Com- 


pany- Manufactured Wage 
served Pop. goods Wages Earners 
A 14,027 $8,675,000 $3,118,000 3,387 
Bs 12,795 3,467,000 2,648 
C 13,420 1,455 
Munic- 
ipal 
D 18,508 1,110 
E 12,195 842,000 
F 12,730 
G* 10,355 


*(1931)—1933 data not available for this city. 


Stated in simpler terms of employ- 
ment, the results are as follows: 


In A there is one job to every ; persons 
B “ “ “ “ “ 


ss “ “ “ “ 9 “ 


In D (municipal) one job to 16 persons 
E “ “ “ “ 14 “ 
F “ 
G “ 
In brief, Mr. Brooks contends that 
when political management of utilities 
came into these Indiana cities, industry 


wilted. 
—E. S. B. 


Fortune Survey. Fortune. July, 1936. 
In tHE Nation’s Capita. Telephony. July 


GrowTH AND INDUSTRIAL DevELOPMENT Far 
More ImporTANT THAN Exscrric Rates. 
By Jonathan Brooks. Released by Public 
Service Co. of Indiana, July, 1936. 


Resutts oF Municipat ELEcrions. 
Release No. 1915. June 1, 1936, 


PWA 





Electric Power in the Northwest 


ONSTITUTION or no Constitution, the 
Government of the United States 
is apparently in the power business in 
the Northwest, whether the excuse is 


navigation with respect to the Columbia 
river or irrigation in the state of Wash- 
ington. 

Such is the conclusion of David 
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WHAT OTHERS THINK 


Lawrence set forth in his syndicated 
newspaper column after a tour of Ore- 
gon and Washington. Although Mr. 
Lawrence found that there are some 
legitimate objectives of both navigation 
and irrigation at the Bonneville and 
Grand Coulee dams, he also discovered 
that the sale of the surplus power “has 
already become, not an incidental con- 
sideration, but a matter of threatened 
government competition with existing 
businesses.” 

On the other hand, it is insisted by J. 
D. Ross, superintendent of Seattle’s mu- 
nicipal electric plant, that “no one need 
fear that these plants will be too large, 
or that they are in any way a menace to 
existing power systems, public or pri- 
vate.” 

At the same time, however, Mr. Ross 
points out that, in so far as Seattle is 
concerned, electric rates have now 
reached a point “where further large re- 
ductions depend on the elimination of 
the private company’s competition and 
the heavy burden of expense for main- 
taining two complete systems to serve 
the same territory.” Says Mr. Ross: 

A great deal has been said about very 
cheaply generated power from the Federal 
plants; much less about the real problem 
of cheap distribution on which low rates to 
the consumer depend. Skagit (a Seattle 
hydroelectric development) will ultimately 
generate energy for less than one mill per 
kilowatt hour and is now producing energy 
for 34 mills. The cost of delivering the 
same energy to the residence consumer’s 
meter is 234 mills, or approximately seven 
times the generating cost. If current were 
furnished free of charge at Coulee the cost 
to the customer in Seattle could be cut 
only two or three mills per kilowatt hour 
thereby. : 

The real hope for cheap energy in the 
home lies in the lowering of costs of dis- 
tribution by elimination of all duplication 
and competitive expense, and the building 
up of the uses of electricity so that each 
customer will use vastly more energy than 
at present. In that way present residence 
rates can soon be cut in half. 


Mr. Lawrence also found that private 
companies may be driven out of the util- 
ity business by government competi- 
tion : 

Seeing the handwriting on the wall, some 
of the private companies, rather than be- 


come the football of politics, are planning, 
if the trend continues, to sell out their 
properties to the states or the Federal gov- 
ernment or the power districts of the farm 
areas or the municipalities on a basis of 
salvaging whatever they can of their in- 
vestment. 


M:*: Lawrence agrees with Mr. Ross 
as to the effect of these Federal 
power plants on rates, but seems to 
think that more customers are necessary 
—not necessarily involving the elimina- 
tion of private companies. The news- 
paper man states it this way: 


As for effect on rates, the government 
projects might possibly reduce the generat- 
ing cost by half a mill, according to en- 
gineering calculations, over the cost at 
which the private companies can do it. But 
that’s merely generating cost. This saving, 
when spread out over all the users in a 
sparsely settled state like Oregon, becomes 
infinitesimal, especially when it is consid- 
ered that the cost of transmission and dis- 
tribution lines is just the same whether the 
Federal government or the municipalities 
or the power districts foot the bill. 

The so-called cheap power will come 
when volume of consumption increases to 
such an extent as to enable the cost of dis- 
tribution to be brought down correspond- 
ingly. There is no reason really why the 
government should not get electricity rates 
down lower than private companies if the 
projects are efficiently managed, if they are 
financed at low rates of interest through 
government aid, and if exemption from 
taxes is provided. But the fly in the oint- 
ment is the necessity for continued govern- 
mental subsidies until the users of electricity 
are sufficiently numerous to justify the re- 
moval of the subsidies. 


The United States Bureau of Rec- 
lamation, which has charge of the 
Grand Coulee development, has no ad- 
mitted misgivings as to markets for the 
huge amount of power to be developed 
there: 


An important factor in the feasibility of 
this project as a whole is the market that 
may be available for the power that is to be 
produced at the Grand Coulee dam. The 
market area in which this power may be 
absorbed includes the area within a radius 
of 300 miles of the dam and includes all of 
the state of Washington, the northern part 
of Oregon, the northern part of Idaho, and 
the western part of Montana. 

During the 10-year period ending with 
1930, the requirements for power in the ter- 
ritory described as constituting the power 
market area increased at an average rate of 
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9.5 per cent per year, compounded annually. 
The installed generating capacity of power 

plants serving the territory in 1930 amount- 
ed to 1,145,000 kilowatts and during that 
year there was generated 4,029,000,000 kilo- 
watt hours by those plants. The effect of 
the depression was to suspend for about four 

ears the normal growth of the power mar- 
eet. Production fell off after 1930 and 
reached a minimum in 1933, but during 1934 
returned to the 1930 maximum and in 1935 
resumed its former rate of increase, with 
the result that the production that year sub- 
stantially exceeded all previous records. If 
we may judge the future by the past, there 
is every reason to believe that the rate of 
increase in power production for the 10-year 
period prior to 1930, amounting to 9.5 per 
cent compounded annually, will continue. 
But if we assume that the rate of increase 
starts off at but 8 per cent compounded an- 
nually and decreases uniformly to 4 per cent 
during the next thirty years, and if we as- 
sume further that Grand Coulee will absorb 
only one half of the increase after its com- 
pletion, leaving the other half to Bonneville 
and other new developments, all of the Grand 
Coulee commercial power will be absorbed 
by the market in fifteen years. 


r. Ross seems to have a somewhat 
different idea. It should be noted 

that, as stated by the Bureau of Recla- 
mation, the installed generating capacity 


of plants serving the territory in 1930 


was 1,145,000 kilowatts. The Grand 
Coulee is projected to develop 800,000 
kilowatts of firm power. The Seattle 
Skagit project is designed to produce 
835,500 kilowatts. Mr. Ross thinks 
Skagit must first be served: 


The Columbia river . is the next 
source of power to which the city and the 
whole state must turn when the Skagit and 
other sites now partially developed are ful- 
ly utilized. Before that time comes all 
plants in the Northwest will be intercon- 
nected in a great superpower system. The 
Skagit, with its complete storage of run-off 
for power use, will be doubly valuable when 
operated in conjunction with Columbia 
river plants, whose capacity will be reduced 
at times of flood and in low water periods. 
Because of its granite foundations, higher 
heads, proximity to Puget Sound markets, 
total storage, lower development cost and 
other engineering and economic advantages 
no Columbia river plant can compete with 
Skagit until its capacity is all used. 


The political temper of the people of 
the state of Washington has an impor- 


tant bearing upon future markets for 
all this electric power, according to Mr. 
Lawrence: 


But I can’t see how industries are ever 
going to be attracted to the state of Wash- 
ington to use the surplus power generated at 
Grand Coulee if the Democratic state Plat- 
form of this year, which provides for “pro- 
duction for use” and a socialistic form of 
government, really represents the wishes of 
the people of Washington. 

Nor can I understand how all the power 
is going to be used if its sale is restricted 
to municipal governments or districts, 
Clearly there must be some way by which 
the wonderful supply of water power can be 
used beneficially so that, on the one hand, 
it will not break down an existing business 
investment and, on the other hand, will give 
this region the benefit of cheap power. 


r. Lawrence thinks a sensible solu- 
tion of the market problem can 
be found along somewhat the same prin- 
ciple as is now in effect at Boulder dam. 
It must be remembered, however, that 
the Boulder Dam Act specifically pro- 
vided that contracts must be executed 
for the power to be produced at that site 
before any construction work should be 
done. The Columbia river project was 
started with no specific markets in sight. 
“Private companies,” says Mr. Law- 
rence, “could very well contract for fu- 
ture needs instead of building more 
power projects of their own. They 
ought to be able to buy their additional 
power from Grand Coulee.” 

But if the private companies are 
forced to sell, because of government 
competition or in the interest of lower 
rates, they will need no power. Then, 
presumably, the Northwest will dwell 
in the Utopia of public ownership and 
the fighting will all be between the Seat- 
tle municipal plant and the Federal 


plants. 
—G. E. D. 
SYNDICATED newspaper articles. By David 
Lawrence. August 21, 1936; August 24, 
1936. 
ANNUAL Report. Department of Lighting, 
City of Seattle. December 31, 1935. 


Granp Coutze Dam. U. S. Bureau of Rec- 
lamation. August, 1936 
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Help for the U. S. Supreme Court 


Help Wanted: Precise, fool-proof formula 
for determining fair value of public utility 
property for rate-making purposes; must be 
constitutional. Apply to U. S. Supreme 
Court. 


o such advertisement has been au- 

thorized by the Supreme Court of 
the United States. In fact, it is pos- 
sible—nay, it is probable—that the court 
does not feel the need of outside aid in 
passing upon recurring questions of 
public utility valuation. 

Clyde L. Seavey has been closely 
identified with public utility regulation, 
including valuation work, for a long 
time. He was a member of the Cali- 
fornia Railroad Commission nearly a 
dozen years, and is now a member of the 
Federal Power Commission. He knows 
considerable about the subject. 

It is Mr. Seavey’s suggestion, made to 
the recent annual convention of the 
American Bar Association, that the Su- 
preme Court needs some help. He does 
not like the way the court has been han- 
dling rate cases involving valuation, 
confiscation, etc. The state commissions 
likewise need help, thinks Mr. Seavey, 
so that any one of these regulatory 
agencies can avoid “the long, expensive, 
and circuitous route of having before it, 
and carefully weighing, all the elements 
the court has declared as proper for con- 
sideration in determining rates.” 

Mr. Seavey had previously told his 
audience about the Johnson Act, amend- 
ing § 24 of the Judicial Code, which 
became a law in 1934. He thus ex- 
plained it: 

The Johnson Bill, amending § 24 of the 
Judicial Code, became a law on May 14, 
1934. This enactment divested the lower 
Federal courts of jurisdiction over the ac- 
tion of state regulatory bodies in the fixing 
of rates, where proper notice and hearing 
has been afforded and where state law gives 
adequate relief in the state courts. This 
means there has been removed the threat 
and practice of original interpretation by 
Federal courts of state law and legislative 
acts of state commissions; of long years of 
litigation and consequent suspense of the 
regulatory processes; of de novo proceed- 
ings in which the decision of the state com- 


mission may be annulled upon a record dif- 
fering from that which was presented to 
it and upon which its judgment was based; 
and of the usurpation and control by the 
Federal courts through judicial proceeding 
of the legislative processes in the determi- 
nation of local rates. 


jee legislation, however, although 
conceded by Mr. Seavey to be help- 
ful to the state commissions, does not 
provide the help needed by the Supreme 
Court. Having set forth the need, he 
proceeded to supply the means whereby, 
in his opinion, it might be satisfied. He 
said: 


It is my personal conviction that there is 
a substantial remedy which may be applied 
and I will have the temerity to suggest it 
to you today. It is that the Judicial Code 
again be amended, this time by providing: 

First: That where, after proper notice 
and opportunity for hearing, rates fixed by 
a Federal or state commission are found by 
a court to produce a fair return upon the 
original or historical cost of the property 
devoted to and useful in the public service, 
the evidence supporting such finding shall 
constitute prima facie proof that such rates 
are just and reasonable. 

Second: That no such order of an ad- 
ministrative commission shall be set aside, 
modified, enjoined, suspended, or restrained 
by any court upon constitutional grounds 
unless the court shall find that such rates 
are confiscatory. 

The first provision establishes a rule of 
evidence which unquestionably may be im- 
posed upon the judiciary, and indicates a 
criterion upon which the consideration of 
rates may be stabilized. The second con- 
stitutes a legislative interpretation of the 
rights of the regulatory body and the con- 
sumer to a decision upon the merits of a 
case rather than upon procedural technicali- 
ties. 

Legislation of this character to my mind 
is imperative if full and proper effect is to 
be given ‘to the Federal Power Act and the 
regulatory laws of the states. 


UCH a proposal, in the opinion of The 
Wall Street Journal, is merely an- 
other “effort to detour around the law 
of the land.” Says this financial news- 
paper : 

The proposal is to legislate value, that is, 
to define the value of a property as the 
original historical cost thereof—though ap- 
parently without limiting the administra- 
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Dallas Morning News 


tive body’s discretionary power to determine 
how much of the property is presently use- 
ful in the public service. 

Something might be said for the pro- 
posal to make original historical cost the 
rate base, provided the rule were to be ap- 
plicable only to investments made after the 
enactment of such a law. In that case the 
investor would acquire property and dedi- 


BIG JOBS LOOMING 


cate it to the public use with previous 
knowledge of the rate-making rule which 
must govern its profitability. But to make 
such a rule applicable to existing utility 
property, the investment which was made 
under the long settled determination of fair 
value as of the time the service is ren- 
dered, could be, and in many cases would 
be, practical confiscation. 
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WHAT OTHERS THINK 


Another serious objection can be made to 
Mr. Seavey’s proposal. If at any time after 
his amendments had been made (assuming 
they were upheld as valid law) the present 
value of utility properties should fall dis- 
tinctly below their original cost, would the 
Seavey law long survive? 


There’s the rub, of course. Many an 
advocate of rate-making legislation, dat- 
ing back nearly half a century to the 
early days of William Jennings Bryan, 
has jumped from one side to the other in 
harmony with the relation between pres- 
ent value and original cost. 

Even this tendency to change sides 
would be obviated by some of those who 


would “legislate value.” Already, as 
The Wall Street Journal pointedly ob- 
serves, the proposal has been seriously 
advanced in Congress to decree that the 
rate base shall be original or reproduc- 
tion cost, “whichever is lower.” 
Georce E. DoyInc 


Tue FeperaL Power Act AND KINDRED 
LEGISLATION WITH ERENCE TO STATE 
Recutation. Address by Hon. Clyde L. 
Seavey before American Bar Association 
— Boston, Mass. August 25, 


“Heaps I Win”—Acain. Editorial. The 
Wall Street Journal. August 26, 1936. 








The Federal Power Commission “Analyzes” 
Comparative Electric Rates 


INCE 1933, the Federal Power Com- 
mission has become increasingly im- 
portant as the result of additional duties 
delegated to it by Congress. Not the 
least important phase of the commis- 
sion’s work has been the various tech- 
nical investigations it has undertaken by 
authority of congressional resolution ; 
and not the least important of these in- 
vestigations has been the electric rate 
survey whereby the commission under- 
took to set forth in plain and simple 
form, suitable for comparative purposes, 
the rates charged in the various com- 
munities throughout the United States. 
Previous reviews in this department 
of various reports by the commission on 
matters it has investigated have invaria- 
bly commented upon the fairness, 
thoroughness, and general excellence of 
the commission’s work. It seems un- 
fortunate that this record appears to be 
marred by the commission’s final sum- 
mary of its rate survey. It is marred 
because the commission seems to be 
striving to attain a desired result instead 
of letting the figures speak for them- 
selves. 

The work is too comprehensive to go 
into figures for various sections. Such 
data must be obtained by original in- 
spection. Let us, however, glance at 


some of the high spots developed in the 
commission’s “analysis.” First of all, 
there is the matter of taxes and its 
“equivalent.” The report reaches the 
questionable conclusion that municipally 
operated electric utilities, in the aggre- 
gate, pay a higher percentage of their 
gross revenues for taxes (or equivalent) 
than privately owned utilities. Here is 
the basis of the calculation: The actual 
taxes paid by the privately owned utili- 
ties—mandatory (increasing) payments 
from which there is no escape—amount- 
ed in 1933 to 12.5 per cent (14.1 per 
cent in 1934) of their net operating rev- 
enues, while the municipal plants paid 
only 0.9 per cent. This is the actual tax 
comparison. These figures speak for 
themselves but they do not say what 
pleases the commission, so we must have 
an “adjustment.” To the municipal 
plant figure, therefore, the FPC adds 
14.2 per cent of municipal plant rev- 
enues as the amount of cash contribu- 
tions paid to local treasuries—voluntary 
payments which happened to be made 
in 1933 and may or may not be con- 
tinued. 


T is also worthy of note that whereas 
the taxes paid by private utilities are 
reported for 1933 and 1934, the taxes 
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and contributions paid by municipal util- 
ities are shown only for 1933, the year 
in which local treasuries probably sus- 
tained their heaviest burden due to the 
depression. 

The designation as taxes of the 14.2 
per cent of revenues said to have been 
paid to city treasuries by municipal utili- 
ties is hardly defensible. Such pay- 
ments are not mandatory, in the sense 
that taxes are mandatory; they do not 
necessarily represent profit or net earn- 
ings, as assumed in the report, but may 
have been taken arbitrarily from gross 
revenues without regard to proper main- 
tenance and adequate service ; they have 
not the remotest relation to tax levies 
which must be paid by a private utility 
whether or not the plant earns a profit; 
they are flexible sums received by a mu- 
nicipal agency for one purpose and di- 
verted to another. It would be just 


as logical (or illogical) to add the net 
earnings of private utilities to the taxes 
they pay and set forth that sum as the 
amount to be compared with the actual 
taxes plus the contributions made by 
municipal plants to the local treasuries. 


Somewhat more equitable but en- 
tirely novel is the “free service” item 
which the FPC credits to municipal 
plants as an offset to actual taxes paid 
by private utilities. The value of this 
service is calculated by the FPC as 7.4 
per cent of revenues of municipal plants 
in 1933. No mention is made, however, 
of “free service” which may be rendered 
to a city by a private utility in consider- 
ation of its franchise, where such re- 
quirements still exist. 


SSUMING the FPC calculation of 7.4 
per cent for the above item is cor- 

rect, and the 0.9 per cent of actual taxes 
is added, a total of 8.3 per cent repre- 
sents the most liberal maximum offset to 
the 12.5 per cent paid in actual taxes by 
private utilities in 1933. The amount in 
dollars paid by 1,216 private utilities 
(98.5 per cent of the entire industry) 
was $206,988,870, whereas the amount 


in actual taxes paid by 1,618 municipal 
plants was $957,629. 

A certain degree of plausibility js 
found in the explanations made by the 
FPC as to each of the innovations in- 
jected into this rate study. Viewed as 
a whole, however, it is apparent that 
each point has been so resolved as to 
place public ownership in the most fa- 
vorable light. The following point is 
about the best illustration: 

The commission earlier in this rate 
report series adopted a weighted-aver- 
age formula for rate comparisons, using 
population as a basis, on the theory that 
it was proper to give consideration to 
the number of persons to whom the 
rates would be applicable. So far so 
good. Yet in the present report a fur- 
ther refinement is made in an effort to 
indicate that municipal rates are lower 
than those of private utilities. 

The report does not present over-all 
state averages, and the state of Iowa is 
selected to show why this should not be 
done. Arranging all municipalities in 
population groups and showing the num- 
ber served by municipal and private 
utilities, respectively, a comparison of 
the weighted state averages favors the 
private companies by 3.1 per cent for the 
entire state. But there are no municipal 
plants in the three largest population 
groups, so these groups are eliminated 
and a rate comparison is made for the 
six smaller groups. By this method it 
is made to appear that the rates of pri- 
vate utilities are 11.3 per cent higher 
than those of municipal plants. 

Notwithstanding this device, the fact 
remains that a population of 1,279,839 
in 962 Iowa communities have available 
to them rates 3.1 per cent lower than the 
charges of municipal plants serving a 
population of 178,149 in 116 communi- 
ties. These figures speak for themselves 
if they are let alone. 

—F. X. W. 


Exectrric RATE Survey. Rates Series No. 5. 
Federal Power Commission. Washington, 
D.C. July 13, 1936. 
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REA Funds Allotted 


HE Casa Grande valley and the Gila In- 

dian Reservation in Arizona and ten coun- 
ties in Iowa, Minnesota, and Wyoming will be 
electrified with $987,500 allotted by the Rural 
Electrification Administration, it was report- 
ed last month. 

The San Carlos ag and drainage dis- 
trict of Florence, Ariz., has been allocated 
$145,000; Rural Electrification Corporation of 
Marshalltown, Iowa, private operating com- 
pany, has received $33, 500; Humboldt Coun- 
ty Rural Electrification Association, Hum- 
boldt, Iowa, $245,000; Franklin County Rural 
Electrification Cooperative, Hampton, Iowa, 
$419,000; P. I. C. K. Cooperative Association, 
Bradham, Minn., $81,000; and Platte County 
Cooperative Rural Electric Association, of 
Wheatland, Wyo., received $65,000. 


Story Called “Propaganda” 


HAIRMAN Paul A. Walker of the tele- 

phone division of the FCC asserted‘ re- 
cently that stories purporting to cast reflec- 
tion on the work, the character of the evi- 
ge 4 produced, or the personnel investigating 
the A. T. & T., “are nothing more than in- 
sidious propaganda, intended to discredit the 
investigation and dishearten the personnel,” 
according to The Wall Street Journal. 

Without denying that the directing per- 
sonnel of the investigation would be changed, 
Mr. Walker said that statements as to the pur- 
ported changes were unauthorized and with- 
out any official sanction, the Journal stated. 

Mr. Walker’s statement as published in the 
Journal follows: 

“The telephone investigation is going for- 
ward with full speed, with a splendidly quali- 
fied and highly capable staff of assistants. It 
is a tribute to regulation that so able a group 
of men could be assembled in so short a time 
for this most important utility investigation 
now before the country. 

“Stories purporting to cast reflection upon 
the character of the evidence produced or the 
personnel are nothing more than insidious 
propaganda tending to discredit the investiga- 
tion and dishearten the personnel. 

“Statements as to the purported supplanting 
as counsel of Samuel Becker, a brilliant law- 
yer of high integrity, and the forced resig- 
nation of John H. Bickley, chief accountant 
and recognized as one of the very ablest ac- 
countants engaged in utility regulation, are 
wholly unauthorized and without any official 
sanction whatever. 


“Much good has already been accomplished 
for the public by the investigation, and by 
the valuable and high-class evidence pro- 
duced. The investigation will continue to go 
forward without let-up, and its result will 
merit the commendation of telephone users 
and all those sincerely interested in the pro- 
tection of the public through utility regula- 
tion.” 

However, revision of the Federal Communi- 
cations Commission’s investigation of the 
American Telephone and Telegraph Com- 
pany was indicated with the appointment on 
September Ist of a new associate attorney. 
The new FCC counsel is Carl I. Wheat, who 
won recognition by effecting several utility 
rate reductions on the West coast. Mr. Wheat 
will supervise the inquiry’s rates and tolls 
section, and will serve with Samuel Becker, 
associate special counsel for the inquiry, 
Chief Accountant John Bickley, and Chief 
Engineer Cyrus Hill. 


Studies Rates to Radio Units 
|S age charged by the American Telephone 


and Telegraph Company and associated 
Bell companies for wires leased to radio 
broadcasting companies were reported last 
month under scrutiny by Federal Communi- 
cations Commission officials in connection 
with the telephone investigation. The com- 
mission has received returns from all broad- 
casting companies, in response to a question- 
naire, it was said. When public hearings in 
the inquiry are resumed this fall, it is un- 
derstood this will be one of the first mat- 
ters on which A. T. & T. officials will be 
questioned. 

Agitation in Congress, led by former Sen- 
ator Clarence C. Dill of Washington, against 
what was termed the “excessive” cost to 
broadcasting companies of leased wire serv- 
ice, was one of the direct causes of the A. T. 
& T. investigation. Senator Dill asserted 
that the cost of telephone service was such 
that smaller radio stations were deprived of 
network programs by the “prohibitive” cost. 

David Sarnoff, president of RCA, recent- 
ly stated that the cost of telephone wire serv- 
ice to the —- Broadcasting Company 
was in excess of $5,000,000 a year. Colum- 
bia, it was believed, pays nearly that amount 
annually. 


Labor Statistics 


HE regular quarterly autumn collection 
of retail prices by the United States Bu- 
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reau of Labor Statistics for purposes of com- 
puting changes in the cost of living was to be 
made as of September 15th, it was announced 
last month by Commissioner Lubin. The 
bureau collects retail prices of commodities 
and services that are of major importance in 
the budgets of wage earners and low-salaried 
workers. 

For more than twenty years, utility com- 
panies have codperated in this service. Rate 
changes for electricity for residential use 


were reported by mail on forms provided by 
the bureau, by 64 companies located in 51 of 
the larger cities of the United States, it is 
reported. 

In view of the great value to the utility 
industry of the data collected by the Bureau 
of Labor Statistics as a result of its regular 
surveys of cost of living, the utility companies 
in the cities covered were urged to request 
their staffs to continue their codperation to 
the bureau. 


Arkansas 


Water Rates Cut 


| nmi that the Blytheville Water Com- 
pany had been earning more than a 6 
per cent return on its investment, the state 
department of public utilities on August 21st 
ordered it to file within ten days a revised 
schedule of rates, retroactive to July Ist, to 
make a reduction of not less than $3,600 in 
its annual gross revenue. 

Both the Blytheville Water Company and 


the city of Blytheville, which had complained 
of excessive water rates, were ordered to 
show cause within ten days, if any, why the 
first part of the order should not be carried 
out. 

In reaching its decision, the department an- 
nounced its approval of the principle of re- 
warding efficient utility management by equita- 
ble distribution between the utility and its 
customers of excess earnings above a fair re- 
turn. 


California 


Bans PWA Aid 


prs Administrator Ickes threw cold water 
last month on the probability of San Fran- 


cisco obtaining Federal financial aid for 
either rapid transit or power distribution. 
The Associated Press quoted the Secretary of 
Interior as saying the PWA, in its present 
status, would be unable to assist the city on 
either project. Both projects, he said, in- 
volve too great an expenditure. 

The fact that the city has not yet held bond 
elections to provide its share of the costs 
was another obstacle, he added, in view of 
President Roosevelt’s recent statement that 
allotments would be limited to those cities 
which have already authorized expenditure of 
local funds and where the government felt it 
had a moral obligation to help. 

San Francisco had applied for a 45 per cent 
grant on both projects, but had amended its 
rapid transit application to ask for only $6,- 
775,200, which would be 45 per cent of the 
cost of the rough construction work on the 
Market street unit of the subway and rapid 
transit program. Additional factors against 
a rapid transit grant, Ickes said, were that 
labor costs would be too high and the work 
would take too long to finish. City officials 
were not inclined to take the secretary’s an- 
swer as final. 

Little if any help had been expected on 
power distribution, as the plan favored by the 


utilities commission and a majority of the 
supervisors called for mew _ construction 
amounting to only about $3,000,000 out of a 
total estimated expenditure of more than $43,- 
000,000. The balance would go for purchase 
of existing facilities, on which Federal aid 
could not be expected. 


Allows Power Exchange 


ERMISSION for Southern California Edi- 

son Company and the San Joaquin Light 
and Power Corporation to enter into a 10- 
year contract for the interchange of electric 
energy was granted August 20th by the state 
railroad commission. 

In support of the application of the two 
systems for authority to negotiate the con- 
tract, it was reported that the Edison Com- 
pany would have a surplus of power until 
1943, or longer, and that the San Joaquin 


‘Company would require more power than it 


is generating, and that construction of a steam 
plant would involve the expenditure of %4,- 
000,000. It was proposed to construct two 
transmission lines between Edison Company 
substations at Magundan and Big Creek and 
pd San Joaquin system, at a cost of $1,300, 


Opposition to the program was expressed by 
the water project authority of the state of 
California, the governing body for the con- 
struction of the Central valley water project, 
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which stated its objection to any develop- 
ment that may cause power to flow into north- 
ern California in such volume as to prevent 
or delay absorption of Central valley water 
project power. 

Company officials testified that the tie-up 
would prove a benefit to the project. The 
commission, in the interest of safeguarding 
the water project, reserved jurisdiction to 
make such changes or modifications in the 
contract as it deemed necessary. The con- 
tract will become effective July 1, 1937. 


Rejects Power Plan 


B* unanimous vote the Glendale city council 
on August 20th rejected a proposed sup- 


plement to a contract under which the Los 
Angeles power bureau was to transmit elec- 
trical power from Hoover dam to the city 
of Glendale. Councilmen declared that the 
principal objection was to a clause requiring 
Glendale to obtain written consent from Los 
Angeles before purchasing power from any 
source other than Hoover dam. 

The city council indicated that it would take 
the matter to court and engaged counsel to 
protect its rights in the controversy. 

E, F. Scattergood, head of the Los Angeles 
Bureau of Power and Light, it was subse- 
quently announced, will submit a third draft 
of the supplement and exclude from it the 
provisions objected to, leaving the way open 
for an amicable settlement of the controversy. 


District of Columbia 


New Phone Rate Reduction 


Vee new reduced telephone 
rates went into effect on September Ist, 
as ordered August 27th by the public utilities 
commission. The reduction was estimated at 
$250,000 a year. 

Unlimited residence phones were reduced 
from $4.30 to $4.20 a month and a new sched- 
ule was created for two-party unlimited resi- 
dence lines at $3.50 a month. The price of 
hand sets was reduced from $2.50 to $1.50 
cash, or 15 cents a month for twelve months, 
instead of eighteen. 

Individual business telephones, 50-message 
measured service, were ordered reduced from 
$3.60 to $3.50 per month. The 100-message 
business service was left at $5.50 for 110 
messages but the rates for subsequent mes- 
sages were reduced so that the first 40 excess 
messages cost 5 cents each instead of the 
first 50, the next 50 messages 4 cents, and 
all over that 3 cents. Other schedules were 
reduced correspondingly. 

The telephone company was notified last 
June by the utilities commission that its prof- 
it had exceeded 6 per cent on valuation by 
$250,000. The company responded with the 
foregoing rates as a means of overcoming 
the excess. Richmond B. Keech, acting chair- 
man of the commission, said residential sub- 
scribers would absorb 54 per cent of the total 


reductions, compared with 46 per cent for 
commercial users. 


Reports Intention to Sell 


ees of control of the Washington Gas 
Light Company to local investors was 
forecast last month with the filing with the 
Securities and Exchange Commission of a 
registration statement proposing to sell ap- 
proximately 109,000 shares of common stock 
of the gas company held by the Washington & 
Suburban Companies, a Massachusetts trust. 
This represents about 85 per cent of the com- 
mon stock. 

It was estimated that by the proposed trans- 
action outside interests may stand to lose be- 
tween $5,000,000 and $10,000,000, calculated 
on the basis of the higher prices, up to $125 
and $135 per share, at which outside inter- 
ests purchased the stock several years ago. 

Dissolution of the Washington & Subur- 
ban Companies was contemplated in the move 
for sale of the stock, it was reported. Acting 
Chairman Richmond B. Keech of the Dis- 
trict public utilities commission, said the finan- 
cial move, if consummated, would be highly 
advantageous if it meant return of majority 
ownership of the stock to Washington peo- 
ple, and if it meant the end of the foreign 
control exercised by the Massachusetts com- 
mon law trust. 


Illinois 


Denied Temporary Rate 
Increase 


[= Illinois Commerce Commission last 
month denied petition of the Peoples Gas 
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Light and Coke Company for a temporary in- 
crease in rates pending final order in the 
permanent rate increase case. On June 12th 
the commission refused to allow an increase 
in rates to cover the 3 per cent state sales tax. 
Hearing on the company’s June 26th petition 
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for permanent rate increases was to be re- 
sumed September 15th. These increases 
would yield about $2,475,000 additional in- 
come annually if obtained. The commission 
stated : 

“The necessity for the commission being al- 
lowed a reasonable opportunity to make a full 
factual investigation in this case, so that it 
can intelligently pass upon the merits of the 
company’s contentions, cannot be overempha- 
sized. This is especially true in view of the 
fact that the increase now sought would not 
only deprive the gas consuming public of the 
sole benefit (i. ¢., lower rates), that results 
from the introduction of natural gas into the 
city of Chicago, but, in addition, would require 
the company’s customers to pay substantially 


higher rates for the so-called cheaper mixed 
gas now being distributed than those paid for 
straight manufactured gas prior to the use of 
natural gas.” 

The commission found that the company, 
under existing rates, was earning approxi- 
mately 6 per cent. 

The commission said the whole picture as 
disclosed by the record failed to present a 
situation of a company in a distressed condi- 
tion, or one that would suffer while awaiting 
an “orderly and reasonable investigation and 
consideration by the commission of its con- 
dition of affairs.” 

The company is planning an appeal to the 
courts “for the increase that it believes it is 
justly entitled to receive.” 


Kentucky 


Asks Rate Rehearing 


T= Maysville Water Company last month 
renewed its fight for higher water rates 
before the state public service commission in 
a petition for rehearing on an order entered 
early in August by the commission denying a 
request for a temporary increase in rates. 

The water company denied that its applica- 
tion asked for a temporary increase in water 
rates. Attorneys for the company did appear 
before the public service commission in July, 
however, asking for temporary rates that 
would enable it to install meters in the Mays- 
ville system, now largely unmetered. 


The most recent pleading filed by the at- 
torneys for the water company asked for a 
new order setting aside the former decision, 
and immediate hearings on its original appli- 
cation. 

Previously, in a brief on the legal ques- 
tions involved, the water company urged that 
immediate hearings were unnecessary. 

Its petition for rehearing urged that the 
commission was without authority to deny the 
company’s application for higher rates without 
a hearing. The rehearing petition also ques- 
tioned the right of the commission to exercise 
any control or regulation over issuances of 
securities proposed by the company. 


Mississippi 


Seeks Power Plant Funds 


froma application for funds necessary to 
construct a municipal electric light plant 
at Columbus was filed on August 27th, the 
Public Works Administration has announced. 
The municipal authorities propose to borrow 


$154,550 which would be supplemented by a 
grant of $126,450. The latter amount would 
be used entirely for the employment of labor 
now on relief rolls. 

It was said the project must run the gaunt- 
let of PWA’s power division, as well as its 
legal, finance, and engineering divisions. 


a 
Nebraska 


Votes Power Bonds 


B* a margin of 70 votes, Columbus residents 
last month authorized a bond issue not to 
exceed $250,000 for the construction or pur- 
chase of a municipal distribution system for 
electric light and power. The vote was 1,196 
to 1,126. 

The issue allows Columbus to construct a 
new system or to purchase the one in use from 


the Northwestern Public Service Company 
and distribute power and electric energy pur- 
chased from the Loup river public power dis- 
trict. 


Sees “Little TVA” Victory 


ECRETARY of the Interior Harold L. Ickes 
last month predicted that the government 
will defeat utility companies seeking to block 
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PWA’s “little TVA” in Nebraska. He said 
he believed the temporary injunction held by 
power companies against development of elec- 
tricity at tri-county projects would be dis- 
solved when the U. S. Supreme Court passes 
on PWA’s municipal power program. 


Appropriates Funds 


A appropriation of $37,000 has been made 
by directors of the Loup river public pow- 
er district to finance preliminaries to the con- 
struction of a high tension transmission line 
from the Columbus hydro plant to Fremont, 


it was announced last month. An aerial 
photographic survey of the land topography, 
it was said, would be followed by a complete 
field survey of the ground, procuring of right 
of way, and advertising for bids for the con- 
struction. 

The initial appropriation was expected to 
carry the project through these stages up to 
the letting of the contract. Field parties were 
to be put to work as soon as they could be 
organized, the intention being to have the line 
completed to Fremont before spring. Even- 
tually it will be extended from there to 
Omaha. 


New York 


Radio to Link Fire Forces 


FTER nine months of research and experi- 
mentation, the New York city fire depart- 
ment early in the fall will begin installation of 
two-way radio equipment on the city’s nine 
fire boats and the construction of a transmitter 
in the Fire College building in Long Island 
City, it was announced last month. 
Commissioner John J. McElligott said it 
marked the first step in a program to link 
the various units of the department by radio. 
He predicted the eventual use of television for 
the transmission and reception of alarms, and 
said he already had requested the Federal 
Communications Commission to set aside cer- 
tain wave lengths. He hopes eventually to 
install equipment similar to the fire boat radio 
equipment in 35 department cars and to install 


a short-wave receiving set in each fire house. 


Savings to Consumers 


New schedule of electric rates for the 

Yonkers Electric Light and Power Com- 
pany, estimated to save customers a total of 
$610,000 a year, compared with the rates in 
effect in 1933 before a rate case was instituted 
by the state public service commission, went 
into effect on September Ist. 

In the final order a minimum monthly bill 
of $1, for which 12 kilowatt hours are allowed, 
was provided. The rate is 6 cents a kilowatt 
hour for the next 10; 5 cents for the next 28; 
43 cents for the next 150, and 2 cents for all 
over 200 kilowatt hours. This schedule was 
said to represent a sharp reduction over for- 
mer rates. 


North Carolina 


Power Lines Financed 


1x rural electrification codperatives in 

North Carolina have secured $1,060,000 
from the Federal Rural Electrification Admin- 
istration to supply current to over 5,000 farm 
customers, the state REA revealed last month. 
A total of 7,790 miles of lines will be built or 
are being constructed by the codperatives. 


Estimated customers total 5,083, but the final 
figures may be either more or less after con- 
struction of extensions, it was reported. 

The largest codperative yet approved by the 
Federal authorities was said to be in Caldwell 
county where $433,000 will be spent to provide 
349 miles of lines for 2,160 customers. Power 
will be secured at wholesale rates from the 
Duke Power Company. 


Ohio 


To Vote on Municipal Plant 


T= East Liverpool city council last month 
authorized preparation of legislation for 
construction of a $1,500,000 municipal electric 


light and power plant. It was expected that 
the PWA would provide $675,000, while the 
balance, $825,000, would be raised by floating 
a bond issue. The project is to be submitted 
to voters at the November election. 
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Voids New Contract 


pomsres granting the Toledo Edison 
Company a new power rate contract for 
three years was repealed on August 19th by 
the city council, one day after its enactment. 
Officials said they had learned that the saving 
under the new contract would be only 3 per 
cent instead of approximately 15 per cent 
which officials thought they were getting, since 
the company had filed a new rate June 25th 
with the state public utilities commission 
granting similar reductions to users of large 
amounts of power. City Manager John Edy 
charged the company broke faith with the city 
by keeping silent on the June 25th rate during 
the negotiations. 

The city council had voted a 3-year contract 
instead of the usual five and had ordered study 
of a proposal made by a firm for installation 
of a city-owned plant. 


Asks Municipal Gas Report 


HE utilities committee of the Cleveland 
city council on August 21st took a plunge 
in the direction of municipal ownership of 


a gas system with a request that the admin- 
istration have its experts report fully on the 
possibilities. The committee asked Law Dj- 
rector Alfred Clum for the report after a day 
spent in questioning L. R. Howson and C. H. 
Montgomery, the city’s experts, on the facts to 
be used in negotiating a new franchise with 
the East Ohio Gas Company. 

The report of Howson and Montgomery 
said that a pipe line and distribution system 
for gas from the Texas Panhandle would cost 
about $75,000,000 and a pipe line and distriby- 
tion system for gas from the West Virginia 
gas fields would cost about $17,500,000. 

Director Clum said that the city charter per- 
mitted operating a gas system but that the 
financial situation, and the law relating to it, 
made a municipal ownership difficult at this 
time. The city has exhausted its bond issu- 
ing power, Clum said. 

Councilman Joseph A. Artl, Democratic 
floor leader, said he would start a campaign 
among Cleveland members of the Ohio legisla- 
ture to obtain enabling legislation to permit 
offering of a municipal ownership proposal 
to voters, if municipal ownership should be 
found feasible. 


Oregon 


Phone Rates Cut 


peaeame of the Pacific Telephone and Tele- 
graph Company in Oregon will save ap- 
proximately $90,000 annually as the result of 
a new tariff filed with the state utility com- 
missioner last month. 

The most important rate reduction involved 
eventual elimination of the extra charge for 
the hand-set telephone. The charge of 25 
cents a month was reduced to 15 cents and will 
be eliminated entirely after customers have 
had the hand set for eighteen months. An in- 
stallation charge of $1 will be made. This 
change, it was estimated, will affect users of 
30,000 telephones in Oregon and will reduce 
telephone costs $70,000. 

Another reduction involved the charge for 
switching keys used in lieu of stations. Long- 
distance rates within the state were also ad- 
justed in an effort to approach parity with 
the present interstate long-distance rates filed 
by the Bell system with the Federal Com- 
munications Commission. 


Electric Rates Voluntarily 
Reduced 


OLUNTARY reduction of the Pacific Power 

and Light Company’s electric rates in Ore- 
gon districts was announced last month by 
Public Utilities Commissioner Frank C. Mc- 
Colloch. Residence, commercial, lighting, and 
power rates will be reduced an average of 7 
per cent, effective October Ist. Total savings 
to customers were estimated at approximate- 
ly $100,000 a year. 

It was stated that the main purpose of the 
rate readjustment was to make the company’s 
rates simpler and more promotional in char- 
acter. 

With the new rates, 2-cent electricity will 
be available to all Oregon residence cus- 
tomers for use in excess of 12 cents to 150 
kilowatt hours a month, compared with a 
present low step of 3 cents. It was expected 
the new rates would aid the company in de- 
velopment of its Oregon business. 


Pennsylvania 
To Fight Rate Cut 


HE state public service commission on 
August 3lst said that the Pennsylvania 
Power and Light Company has stated it would 
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appeal the recent order that rates in the Wil- 
liamsport operating division be reduced. The 
company said 4 appeal would be ‘filed in 
superior court, set no time. 

On August 12th the commission ordered the 
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company to file, within thirty days, a new 
schedule of rates that would cut the charge for 
each 100 cubic feet of gas to domestic users 
from 20 to about 14 cents. The commission 
decreed that the new rates should produce an- 
nual revenues not to exceed $334,584, or 
$92,416 less than at present. It also directed 


the company to file a tariff designed to yield 
gross annual revenue not exceeding $346,204 
A a period from November, 1931, to April, 
9 


Warns Holding Companies 


Te state public service commission on 
September Ist accused some utility hold- 
ing companies of “setting up various service 
companies to prey upon operating companies 
and milking them of profits that should be 


returned to the consumers by way of reduced 
rates.” Commissioner Thomas Buchanan, 
sitting at Pittsburgh in a rate case involving 
the Solar Electric Company, which operates 
in Jefferson county, made the assertion. 

Commissioner Buchanan and ‘David I. Mc- 
Cahill, attorney representing the company, had 
a heated debate after Mr. McCahill reported 
that his company had failed to provide data 
on the service companies which the commis- 
sion asked a month ago. Mr. Buchanan 
stated : 

“The commission takes the position that it 
cannot and will not allow charges from servic- 
ing companies of the Associated Gas and Elec- 
tric group to be included as operating expenses 
for rate-making purposes to the consumers of 
the Solar Electric Company unless a full and 
complete explanation of such charges are 
placed upon the record in this case.” 


South Carolina 


Merger Petition 


J W. Wotre, chairman of the state public 
e service commission, recently announced 
that September 15th had been set as the date 
for the commission to consider the merger pe- 
tition of the Lexington Water Power Com- 
pany and the Broad River Power Company, 
both of Columbia. 

The Federal Power Commission, it was said, 
had already received testimony on a similar 
petition presented to it, but had not announced 
its decision. Approval of both the Federal 
and state governing groups was said to be es- 
sential before the merger of the companies can 
be accomplished. 


Bus Substitution Held 
Satisfactory 


Aut A. Cooper, Columbia city attorney, 

last month said he felt “sure” the revised 
order of the state public service commission 
requiring a complete substitution of busses for 
street cars in Columbia “will be satisfactory to 
council,” 

The commission on August 19th handed 
down an order amending a previous order by 
eliminating or modifying several conditions to 
which the Broad Res Power Company, 
which operates the city’s transportation serv- 
ice, objected. 

The revised order required a complete sub- 
stitution of busses for street cars on all lines 
in Columbia and its environs by November 
15th, its effectiveness dependent upon the ac- 


ceptance of its terms by the power company 
prior to October Ist. 

Cooper said that, under the franchise con- 
tract between the city and the power company, 
the company would be required to remove its 
tracks from the streets upon the discontinuance 
of street-car service. 

A provision contained in the original order, 
reserving to the commission the right to re- 
scind the order at any time should any portion 
of it be declared invalid was eliminated. How- 
ever, the commission set forth that, after the 
substitution, it would retain the same right and 
power to regulate transportation in Columbia 
as when street cars were used. 


Company Reports Studied 


wo members of the Federal Power Com- 

mission’s staff began a study of power 
company reports last month in codperation 
with the utilities division of the state public 
service commission. 

Walter C. Herbert, assistant director of the 
division, said J. Barney Parrott and E. S. 
Bullock of the Federal Power Commissicn of- 
fice at Atlanta had been sent to check financial 
statements and operating records of power 
firms doing more than $1,000,000 in annual 
business in South Carolina. Herbert said the 
state division was codperating by supplying 
reports of the companies and other data. The 
request for codperation came from Major A. 
R. Wellwood, regional director at Atlanta, 
and former chief engineer of the state organ- 
ization. 
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Tennessee 


Warns of Dead Line 


reena Judge John Gore stationed at Nash- 
ville on August 21st warned the Tennessee 
Valley Authority that it must file its answer 
to the temporary injunction plea of 19 south- 
ern utility companies by September Sth. 
The power companies were given until Sep- 
— 15th to file a brief on their injunction 

ill. 

The utility companies are seeking to have 
the TVA enjoined from further expansion 
of its power program and activities. Judge 
Gore, designated as trial judge, said in his 
recent order he would reserve the right to 
set a time and place for hearing the injunction 
motion, after briefs and answers have been 
filed. It was believed the hearing would be 
held in Knoxville at a special session of court. 

Before the hearing, Judge Gore was to de- 
cide whether the case may be tried in Tennes- 
see. The TVA has filed a motion to have 
Federal courts in Tennessee declare it outside 
their jurisdiction, since the official TVA head- 
quarters is at Muscle Shoals, Ala. 


Postpones Power Hearing 


pas utilities on August 18th were grant- 
ed another month to prepare for a court 
fight being waged against the Tennessee Val- 
ley Authority supplying Chattanooga with 
electrical power. 

Judge Lon Foust of a Tennessee chancery 
court, postponed for a month a hearing on the 
temporary injunction recently granted the 
Tennessee Electric Company. The injunction 
restrained the city of Chattanooga from pro- 
ceeding with issuance of $8,000,000 in bonds 
for construction of a distribution system for 
use of TVA power. 

Despite the injunction, however, Mayor 
Bass and the Chattanooga Electric Power 
Board have signed a contract for TVA power 
and forwarded it to TVA Chairman A. E. 
Morgan. 


PWA Loan Declared Illegal . 


HE Memphis Power and Light Company 

on August 20th sought, by a suit filed in 
chancery court, to enjoin the city of Memphis 
from proceeding with plans to construct a 
distributing system to bring TVA power to 
Memphis. The suit was filed after an earlier 
announcement by Major Thomas H. Allen, 
chairman of the city light and water commis- 
sion, that the city had dropped negotiations 
to buy the company’s distribution system and 
would go ahead with plans to build transmis- 
sion lines to connect with TVA’s system. 

It attacked the TVA proposal on grounds 
that it constituted a “surrender and abdication 
to TVA, a Federal government agency, of the 
sovereign and governmental powers, functions, 
and duties of the state of Tennessee,” and of 
Memphis. 

The suit asked that the city be restrained 
from proceeding with sale of $3,000,000 in 
bonds with which to start the distribution sys- 
tem, and questioned power of the legislature 
in authorizing a $9,000,000 bond issue for con- 
struction of the system. Authority of TVA 
to furnish the city power also was questioned. 
The suit claimed sale of TVA power consti- 
tuted an outright sale and was not power 
generated incidental to a proper governmental 
function of navigation and flood control. It 
contended that the city of Memphis would be 
powerless to fix rates and prescribe regula- 
tions and means of maintaining the distribu- 
tion system. 

The utility anticipated that the city might 
be able to finance the project through a PWA 
loan, and said such a loan would be illegal 
because (1) PWA would be allowed to usurp 
the power of city and state in reserving au- 
thority to fix the rate and hour scale of 
workers; (2) PWA was without authority 
to finance or supervise the arrangement be- 
cause no analysis of the project’s cost in rela- 
tion to labor, unfair trade practices, etc., had 
been made by PWA. 


Texas 


Franchise Provides for Rate Cut 


N ordinance introduced in the city council 
by Mayor C. K. Quin, which provided 

for a 20-year extension of the electric light 
and power and gas franchise of the San 
Antonio Public Service Company, was given 
its first reading last month. Final adoption 
was regarded as assured. The ordinance pro- 
vided that the electric light and power and 
natural gas rates should be reduced approxi- 
mately $415,000 a year and that the city should 


be paid $100,000 in cash in exchange for the 
extension of the franchise. 

The terms of the proposed rate reductions 
included a 123 per cent cut in the higher 
brackets of domestic electric rates, 10 per 
cent in commercial and power electric rates, 
and 5 per cent in gas rates. The terms of the 
pending franchise were submitted to C. M. 
Chubb, president of the San Antonio Service 
Company and approved by him, Mayor Quin 
said. The new scale of rates would be effec- 
tive November Ist. 
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It was expected that the renewal of the 
franchise and the reduction of utility rates 
yould automatically kill the Federal Public 
Works Administration project said to be 
ynding for construction of a municipal elec- 
tic light and power plant at a cost of 
$10,000,000. 


Municipal Pipe Line Urged 


ONSTRUCTION of a municipal natural gas 
pipe line by the city of San Antonio is 
ing promoted by the San Antonio Utilities 


League, the membership of which is com- 
posed of gas and electric consumers, it was 
announced last month. Charles M. Dickson, 
head of the league, said the city could build 
an 18-inch pipe line, drill its own wells, and 
retail the fuel to domestic and industrial con- 
sumers in the city for approximately half the 
present rate charged by the San Antonio Pub- 
lic Service Company. 

He pointed out that the latter company was 
paying the United Gas Company 20 cents per 
thousand cubic feet of gas at the city gate, and 
that this gas costs the United Gas Com y 
only a fraction more than one cent per thou- 
sand cubic feet at the wells. 


Virginia 


Announces Phone Rate 
Reduction 


pe pregrese on telephone charges, estimat- 
ed to save subscribers of the Chesapeake 
ad Potomac Telephone Company approxi- 
mately $161,000 a year, was announced late 
last month by the state corporation commis- 
sion, effective on bills issued in September. 

Charges were lowered on hand-set tele- 
phones, extension telephones, outlets for por- 
ble instruments, “night, Sunday, and holi- 


day” listings; alternate call number listings, 
jointly used services, connection charges for 
extra units, and in other items of service. 

Total reductions during the year 1936 
amount to an annual saving of more than 
$248,000 to the telephone subscribers in the 
territory of this company, the commission 
stated. The commission also expressed its 
appreciation of the spirit of codperation shown 
by the management of the company in “agree- 
ing to these further reduced charges without 
the necessity of formal, expensive, and long 
drawn-out hearings.” 


Washington 


To Seek Railway Loan 


by Lighting Superintendent J. D. Ross 
left Seattle for Washington, D. C., late 
last month to assist further in negotiations for 
Federal and private money to modernize Seat- 
e’s municipal railway, pay off its present debt, 
ad extend city service into Rainier valley. 
The city council ordered Railway Superin- 
tndent Albert E. Pierce to join Ross in the 
East. Decisive action was expected on the 
financing proposals brought back recently 
by Isaac Comeaux, chief city accountant, who 
sent six weeks in conference with Washing- 
ton officials and New York financiers. 

It was also revealed that the Civil Service 
employees’ retirement system, maintained prin- 
tipally by salary contributions from city em- 
jloyees, was considering investing up to 
$1,000,000 in the railway’s proposed new bond 
issue. An additional loan of about $7,000,000 
fom regular investment bankers, one of 
$1,100,000 from the Federal government, and 
an outright Federal gift of $900,000 were con- 
templated in the program. 


While in Washington, it was reported, Ross 
also was expected to further his department 
application for Federal money to build a new 
dam at Ruby Creek as the next step in city 
light’s development program. 


Plans New Light Cut 


NOTHER reduction in domestic lighting 
rates, amounting to $13,600 a month for 
customers of city light, was recommended to 
the Seattle city council on August 28th by 
Lighting Superintendent J. D. Ross. Ap- 
proximately 80,000 customers would be af- 
fected and the Puget Sound Power and Light 
Company was expected to meet the reduction, 
should the council adopt it. 

A similar saving to domestic users was 
brought about on Ross’ recommendation about 
a year ago, when the basic rate was cut from 
54 cents to 5 cents on the first 40 kilowatt 
hours of electricity used each month. The 
new cut recently proposed would bring the 
basic rate down to 44 cents on this same basis. 
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Tax Deductions from Revenues 


C aseores increasing taxes and 
changes in the methods of taxation 
add interest to the recent decision of the 
New York commission fixing rates for 
the Westchester Lighting Company. 
Commissioner Burritt, delivering the 
opinion, discusses tax deductions as fol- 
lows: 


The company charged the state excess 
dividends tax and the Federal capital stock 
tax to operating expenses. The first is a tax 
based upon the dividends paid and clearly 
should be borne by the stockholders receiv- 
ing the dividends. The second is a tax upon 
the stated value of the capital stock. The 
company’s stock being of no par value, its 
stated value for taxation purposes is deter- 
mined by company officials who no doubt 
were mindful of the possible necessity of 
paying an excess profits tax based on the 
net income over a certain percentage of the 
stated value—no such tax was paid by the 
company. It is questionable as to whether 
or not the capital stock tax, being based on 
capitalization, reserves, and such surplus as 
is not distributed through dividends, should 
not also be borne by the stockholders. Cer- 
tain taxes have been discontinued, and oth- 
ers, notably the Federal income tax, altered. 
Social security taxes became effective in 
1936. The adjusted operating income to be 
considered in fixing rates must be deter- 
mined, giving effect to all of these altered 
conditions known to be operative in the 
future. 


The decision, which required a re- 
duction in rates, was concurred in by 
Chairman Maltbie and Commissioners 
Lunn and Brewster, but Commissioner 
Brewster said that he voted for Com- 
missioner Burritt’s memorandum with 


the reservation as to the statement re 
garding capital stock tax. 

The commission also dealt with sey- 
eral matters relating to original cost, 
Prior determinations as to original cost 
in a capitalization proceeding were held 
not to be binding on the commission in 
its present rate determination. It was 
said that admittedly what was on the 
company’s books was not original cost. 

Counsel for the utility had objected to 
the elimination of “hypothetical over- 
heads” and of installation costs of line 
transformers and meters in years prior 
to 1924, and to the failure to consider 
replacement of certain property of like 
size and kind. Commissioner Burritt 
said that these costs had been charged to 
operating expenses and, in the words of 
the commissioner : 

The operating expenses appearing in the 
sworn reports of the company to the com- 
mission were certified by an officer of the 
company as true operating expenses of the 
company year by year. Therefore, follow- 
ing the company’s contention to its logical 
conclusion, in including in operating expen- 
ses costs which should have been charged to 
fixed capital, the company has filed and 
certified to inaccurate statements not merely 
in one year but over a period of many years. 


It was said to be inequitable and 
thoroughly unjust to permit the com- 
pany to earn a return on those costs 
which the company had already re- 
couped through operating expenses. Re 
Westchester Lighting Co. (Case No. 
8236). 


e 


Commission Cannot Declare Contract Void 
and Order Refund of Payments 


bh pes Michigan commission dismissed 
an application for an order requir- 
ing the repayment of certain sums paid 
to an electric utility for the purpose of 


obtaining extensions of power lines and 
electric service on the ground that the 
commission lacked jurisdiction to enter 
such an order. 
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Under a contract between citizens of 
a village and the Northern Power Com- 
pany an extension had been made to the 
village and prospective customers had 
paid a “bonus” to the company. Later 
the Consumers Power Company ac- 
quired the property of the Northern 
Power Company, but did not assume its 
obligations. The commission said: 


Without passing upon the merits of the 
present controversy or prejudicing the rights 
of the petitioners herein to bring an appro- 
priate action in the courts, the commission 
is of the opinion that it has no jurisdiction 
to enter the order asked for by the petition- 


a ee 

While the statute which gives the com- 
mission jurisdiction over common carriers 
by rail expressly authorizes the commis- 
sion to order railroad companies to make re- 
funds under certain circumstances, no sim- 
ilar express authority over electric utilities 
is found in either the general act creating 
the commission and defining its powers and 
duties (Act 419, Public Acts of 1919), or in 
Act No. 106, Public Acts 1909, conferring 
power upon the commission over companies 
supplying electric light and power. If no 
express authority was conferred by statute, 


it must be considered as existing by neces- 
sary implication, or none exists. 

If a proper application had been made to 
the commission there is no question but 
that the commission would have had ju- 
isdiction and authority to order the North- 
ern Power Company to furnish electric serv- 
ice to the village of Sterling and the resi- 
dents thereof, and to prescribe the terms and 
conditions under which such service should 
be furnished. However, the record indicates 
that no such attempt was made, but in lieu 
thereof petitioners evidently chose to enter 
into negotiations with the company for such 
service and as a result entered into the al- 
leged contract which is now complained of. 
The sole issue before the commission is 
whether it can, or should, declare the con- 
tract void and order the utility to return 
the money. 


It was said further that any order 
which the commission might now make 
for the purpose of prescribing the rules, 
practices, charges, and services of the 
Northern Power Company, which had 
gone out of business, would be beyond 
the jurisdiction of the commission either 
to make or to enforce. Re Abbott et al. 
(D-2617). 


e 


Meaning of Restriction on Charges by 
Commission for Regulatory Expense 


jb: state of New York like some 
other states now has in effect a 
statute imposing upon public utilities ex- 
penses incurred in connection with 
commission investigations. The total 
amount which a public utility may be 
charged is limited to one half of one per 
cent of the utility’s gross operating rev- 
enues in the last preceding calendar year. 
The appellate division of the New York 
Supreme Court has interpreted this re- 
striction. 

The question at issue hinged upon the 
meaning of the words the “public utility 
shall be charged.” Did the legislature 
mean that the percentage restriction 
was to apply to the revenues for the 
calendar year preceding the date of bill- 
ing to the utility or the year preceding 
the date when the charges against the 
utility were made on the commission’s 
books? The court ruled that the latter 
interpretation was correct. 


The commission last October entered 
two orders. One of these determined 
that the amount to be paid by the tele- 
phone company for the period August 
27 to December 31, 1934, was $2,862.54. 
The other covered the period from Jan- 
uary 1, to June 30, 1935, and fixed the 
amount at $3,919.55. The company’s 
gross revenue on which the percentage 
would have been charged for 1934 was 
$783,910.77. One half of one per cent 
of this revenue is $3,919.55, the exact 
amount fixed by one of the orders of the 
commission. 

The company paid this amount to the 
commission but refused to pay the addi- 
tional $2,862.54 on the ground that the 
company might be charged in any year 
only one half of one per cent of its gross 
operating revenue received in the calen- 
dar year last preceding the making of 
the order or orders. The court held, in 
the following language : 
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. . . the expenses for the portion of 
1934 were charged in that year and are 
payable from the operating revenues of 
1933, the then last preceding calendar year, 
and the expenses in 1935 were charged in 
that year and are to be limited to one half 
of one per cent of the operating revenues of 


1934. The fact that the charges for both 
years were billed in 1935 is without sig- 
nificance. 


Upstate Telephone Corp. of New York 
v. Maltbie et al. 289 N. Y. Supp. 523. 


& 
Gas Rates for Space Heating 


PP promos recent years, with the in- 
creased use of gas for space heat- 
ing the utilities have been experimenting 
with different forms of rates applicable 
to this type of service. The Michigan 
commission has recently approved a gas 
space-heating rate for the Detroit Edi- 
son Company without passing upon its 
reasonableness in bringing a fair return 
to the company. The rate was volun- 
tarily offered. 

Formerly the company had conducted 
experiments with a rate for gas through 
a separate meter, but under the new rate 
a space-heating customer may purchase 
gas for all his requirements through one 
meter at the space-heating rate. 

The net rate, after discount for 


prompt payment, is 50 cents per thou- 
sand cubic feet, with a minimum charge 
of $5 a month from November to April, 
inclusive, and 75 cents a month for the 
other months of the year. 

Billing may be monthly by meter, or, 
at the option of the customer, monthly 
at one twelfth of the company’s estimate 
of the customer’s annual bill. Under 
this optional plan there is to be included 
with the twelfth estimated bill, or the 
final bill, such adjustment as may be 
necessary to bring the annual estimated 
bill into agreement with the annual me- 
tered bill. This is the plan which has 
been followed by several companies, 
sometimes known as the “budget plan.” 
Re Detroit Edison Co. (D-2130). 


& 


Departure from Newness Not Depreciation 


: New York commission disap- 
proved the theory that accrued de- 


preciation is represented by what, in 
the opinion of a witness, is “the depar- 
ture from newness.” Chairman Maltbie, 
discussing this idea, said: 

What this really is, how it is to be meas- 


ured, and what disposition is to be made of 
other causes of depreciation are questions 


left unanswered. According to this stand- 
ard, a new automobile of the vintage of 1910 
would have a value equal to its cost new. 
Perhaps as a museum piece but not in actual 
use. The estimate omits from consideration 
too many causes of depreciation to be en- 
titled to much weight. 


Re Yonkers Electric Light & Power Co. 
(Case No. 7606). 


e 


Nebraska Commission Assumes Control of 
Motor Carrier Operators 


. s~ Nebraska commission is given 
constitutional authority to regulate 
rates, service, and general control of 
common carriers as the legislature may 
provide by law, but in the absence of 
specific legislation the commission is au- 
thorized by the Constitution to exercise 


the powers and perform the duties 
enumerated in this constitutional provi- 
sion. 

The commission, in the absence of 
any specific legislation covering or re- 
lating to certificates of public conven- 
ience and necessity, held that this sec- 
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tion gives the commission complete ju- 
risdiction to require certificates by com- 
mon carriers of property by motor vehi- 
cles and adopted regulations for that 
purpose. 

The commission order provides that 
certificates must be obtained but that any 
carrier or predecessor in interest who 
was in bona fide operation as a common 
carrier of property by motor vehicle on 
April 1, 1936, should be granted a cer- 
tificate as a matter of right. This is the 
so-called “Grandfather Clause” or clause 
relating to good faith operation usually 
found in statutes. 

No exemptions are to be granted ex- 
cept to those operators of motor vehicles 
wholly within a municipality, or between 
contiguous municipalities, or within a 
zone adjacent to and commercially a 
part of any such municipality, except 
when such transportation is under a 
common control, management, or ar- 
rangement for a continuous carriage or 


shipment to or from a point without 
such municipality or zone. Moreover, 
the casual, occasional, or reciprocal 
transportation of property by any per- 
son not engaged in transportation by 
motor vehicle as a regular occupation or 
business is excepted. Operators are giv- 
en sixty days to file applications for cer- 
tificates. The commission declares that 
proper regulation includes a reasonable 
control over ownership in whole or in 
part of common carriers to the extent 
that mergers, leases, joint operations, 
purchases or sales by or to any common 
carriers are involved and that such con- 
trol should be exercised in and when 
the number of units of motor vehicles 
owned, operated, or under control of all 
parties to such sale, purchase, merger, 
lease, or joint operations shall equal the 
number of ten or more units. Re Regu- 
lation of Common Carriers of Property 
by Motor Vehicles (Resolution No. 
141). 


= 


Association Contracting for Carrier Service a 
Necessary Party to Injunction Suit 


HE Montana Board of Railroad 
Commissioners commenced a suit 
to enjoin an individual from operating 
motor vehicles on state highways for the 
transportation of property for hire with- 
out authorization from the commission. 
Injunction was denied because neither 
an association for which the individual 
transported property nor the members 
thereof were made a party to the suit. 
The individual operator was the man- 
ager of an association of business men 
banded together for the purpose of han- 
dling only the shipping of the goods of 
the associates under contract with the 
operator. The commission charged that 
the plan of operation constituted a sub- 
terfuge to avoid regulation. 


The court did not pass upon this point 
but expressed the view that the court 
was in no position to rule on the ques- 
tion when the members of the associa- 
tion were not before the court, and, if 
rights they had, their rights could not 
be taken from them without giving them 
their “day in court.” This was said to 
be fundamental. The members of the 
association, vitally interested in the con- 
tract between them and the operator, if 
it were a valid contract, should have 
been joined with the operator as parties 
defendant, or the association might have 
been sued as such. The suit was dis- 
missed by the court. Board of Railroad 
Commissioners et al. v. Reed (58 P. 
(2d) 271). 


e 


Right of Interstate Motor Carrier to State Certificate 


A= commission is not required to 
grant its own certificate of public 
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convenience and necessity for the inter- 
state operation of motor vehicles until 





THE LATEST UTILITY RULINGS 


after the Interstate Commerce Commis- 
sion has finally decided the permanent 
status of the applicant under Federal 
law, according to a ruling by the su- 
preme court of Florida. 

Justice Davis, speaking for the court, 
said that while a motor common carrier 
claiming bona fide the benefits of the 
Federal Motor Carrier Act under which 
it would be entitled to continue inter- 
state operations, pending decision by the 


Interstate Commerce Commission on its 
application for a permanent certificate 
possesses a Federal statutory right to 
operate, still this Federal right is of g 
transient and temporary character onl 
until the permanent status of the appli 
cant has been finally investigated and 
decided by the Federal commission, 
Then only must the state commission 
act. L. & L. Freight Lines, Inc. v, 
Douglass et al. 169 So. 501. 


7 


Other Important Rulings 


HE court of appeals of Kentucky 

held that the legislature might 
properly exempt from the jurisdiction 
of the public service commission a water 
district distinguishable from other utili- 
ties by reason of assessments on the 
property contained in the district for the 
payment of the purchase price thereof 
and its maintenance. Middendorf et al. 
v. Jameson et al. 95 S.W. (2d) 1057. 


The Colorado commission held that 
it had ample statutory authority to de- 
termine whether or not a railroad com- 
pany may discontinue service between 
specified points and might commence op- 
eration as a motor vehicle common car- 
rier between the same points. Re Mc- 
Carthy (Colo.) Application Nos. 3032, 
1801-B. 


The Michigan commission held that 
railroad companies owning a real estate 
company which in turn owned and op- 
erated the Detroit Union Produce 
Terminal had not sustained the burden 
of proof to justify an increase in their 
charges for switching traffic from con- 
necting lines at Detroit to the Detroit 
Union Produce Terminal from $7 to 
$12.50 a car. The commission was not 
convinced under the record that the 
company had established that the ter- 
minal should be considered as a common 
carrier transportation facility rather 
than as a private facility. The com- 


panies had included in the charge an 
allowance for interest on investment. 
Re Increased Charges for Reciprocal 
Switching (D-2944). 


A motor carrier authorized to engage 
in group and party service was held by 
the Pennsylvania commission not to be 
engaged in such service when it trans- 


_ ported employees to and from a factory 


over a definite route at stated times be- 
tween fixed termini under contract with 
an industrial corporation, although it 
collected the charge from the corporation 
instead of the individual passengers and 
the charge was based upon the trans- 
portation of the group and not upon the 
number of passengers carried. Such 
service, however, was held to be com- 
mon carriage under contract in a man- 
ner not authorized by the certificate of 
public convenience. Wéilkes-Barre Rail- 
way Corp. et al. v. White Transit Co. 
(Complaint Docket No. 10934). 


The Colorado commission authorized 
motor carrier transportation of live 
stock, with the statement that the com- 
mission had consistently taken the posi- 
tion that ample service should be aftord- 
ed the general public for the transpor- 
tation of farm products, including live 
stock even though it might mean that 
during certain seasons of the year a sur- 
plus of service would be available. Ke 
Haines (Application No. 3250). 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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REPRINTED FROM 


Public Utilttres 
Reports 


COMPRISING THE DECISIONS, ORDERS, AND 
RECOMMENDATIONS OF COURTS AND COMMISSIONS 


Yo.ume 14 P.U.R.(N.S.) NuMBER 5 


Points of Special Interest 


SUBJECT 


Use of service not justifying rate differential 
Rates for space heating by gas : - - - 


Retirement or depreciation expense of telephone 
company - - : - - - : - 


Interzone charges of telephone company 
Extended area telephone service - - 
Special charges for telephone service - 
Public utility status of leased plant - - - 


Public utility status of contract service for single 
customer - - - - - - - - 





These reports are published annually in five bound volumes, with an Annual 
Digest. The volumes are $6.00 each; the Annual Digest $5.00. A year’s 
subscription to Pusric Utitities FortNIGHTLY, when taken in combination 
with a subscription to the Reports, is $10.00. 
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| COLUMBIA SYSTEM extends its services to 
homes, manufacturing and commercial 


COLUMBIA 
SYSTEM consumers in Ohio, Indiana, Kentucky, 


| West Virginia, Maryland, Pennsylvania, 
aaa! New York. Q Through this most highly 


industrialized area of the nation, modern facilities 








for the efficient production and transmission of 
electricity supplement a network of interconnecting 


pipe lines which, fed by vast natural gas reserves, 


provide a dependable fuel supply. @ As reflecting the 


scope of Columbia’s activities the following operating 


statistics, for the year 1935, warrant consideration: 


Territory Served Gas Rights (acres) 
Number of Communities 1,356 Operated 820,500 
Population in excess of . 5,000,000 Reserve 
: : Total 4,351,829 
Number of Customers 
1,052,194 
Electric 328.482 Producing 8.907 
8,422 Compressor Stations 
Heating 714. Number 102 


Total 1,389,812 198,186 


Electric Generating Stations Field is 4,884 
482628 Transmission 12,770 


Capacity (kv-a) ‘ 
Distribution 12,294 


Substations Total 29,948 
ices 


Number 117 


Capacity (kv-a) 887 643 Gas Manufacturing Plants 


Daily Capacity (cu. ft.) . 45,700,000 


Electric Lines (circuit miles) Gas Holders 
Transmission Capacity (cu. ft.) ... . 27,659,000 


Further information will be furnished gladly upon request 


COLUMBIA GAS & ELECTRIC CORPORATION 


61 BROADWAY NEW YORK 
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‘COLUMBIA 
SYSTEM 


* 
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COLUMBIA 
S¥STEM’S 
ELECTRIC 

TRANSMISSION 


LINES 





kee tf 82 Rn FF 


ELECTRIC Customers Sales (kwh) Revenues 
ee = 1934 1935 1934 1935 1934 1935 
Residential 270,631 280,970 168,680,510 192,308,570 $7,851,340 $8,195,045 
Commercial 38,557 39,178 114,325,232 131,803,432 4,384,672 4,748,341 
Industrial 6,271 6,301 435,976,749 501,502,772 7,032,304 7,511,042 
Municipal 1,899 2,010 64,419,694 66,845,119 1,906,702 1,827,353 
Other 24 23 179,215,354* 188,688,254* 1,569,912* 1,653,445* 


TOTAL 317,382 328,482 962,617,539 1,081,148,147 $22,744,930 $23,935,226 





(*) excluding electricity delivered on an exchange basis 


COLUMBIA GAS & ELECTRIC CORPORATION 
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COLUMBIA SYSTEM’S 


MAIN GAS TRANSMISSION LINES 





GAS stamers 


1934 1935 


944, 


Residential 968,285 


Commercial 75,22 76,294 
Industrial 2, 2,641 
Other 4, 4,974 
1,052,194 


TOTAL 1,027,196 


Sales (mcf) Revenues 
1935 
32,880,532 
5,473,154 
11,225,496 
4,938,937 


935 


1934 


54,698,738 


14,263,039 


107,043,809 113,138,143 $52,097,863 $54,518,119 


COLUMBIA GAS & ELECTRIC CORPORATION 


61 BROADWAY 


NEW YORK 
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PF Rec is nothing secret about the 
several factors entering into the 
cost of rendering electric service to 
the communities served by subsidia- 
ries of the American Gas and Elec- 
tric Company. Every penny of their 
expenditures is reported to the sev- 
eral state regulatory commissions 
and is a matter of public record. 


The sections of the yardstick above 
show graphically the division of 
each dollar of combined subsidiary 
revenue in 1935. During the year 13 
cents out of every dollar of revenue 
was set aside to pay taxes. This item 
exceeded by nearly 50% the cost of 
the fuel to operate all the companies’ 
steam plants. Taxes approached 


URPLUS 464 | 
SOM STOCK | 


equality with the total amount 
payrolls in the system. The surp 
out of which common stockhold 
must secure a return on their inve 
ment was over a million dollars | 
than the amount set aside for taxe 


For many years a consistent pol 
of rate reductions has been carri 
out throughout the American G 
and Electric Company’s - syste 
Since 1927 alone the average dom 
tic rate has declined from 8.3 cent 
kilowatt-hour to 5 cents, so that it 
now 39.2% below the 1927 lev 
Ours is a yardstick that measu 
full value for the dollar the custo 
er spends. 





AMERICAN GAS & ELECTRIC C( 
Principal Subsidiaries 


Appalachian Electric Power Co. 
Atlantic City Electric Co. 
Indiana General Service Co. 
Indiana & Michigan Electric Co. 


Kingsport Utilities, Inc. 
The Ohio Power Co. 

The Scranton Electric Co. 
Wheeling Electric Co. 


Kentucky and West Virginia Power Co., Inc. 
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ERVICE ATTRACTS 
USINESS AND 


Prosperous businesses and 


industries are essential to the modern 
community. And dependable electric 
service is as important to industries as 
railroad sidings. Thus an aggressive 
utility attracts business and industry to 
the community by rendering good 
electric service, and by having it ready 
even before the demand for it is placed. 
< This is the utility’s service to the com- 
munity. As we expand, the community 
grows. As the community grows we keep 


apace and even ahead of that growth. 


NORTHERN STATES POWER 
COMPANY 
MINNEAPOLIS, MINNESOTA 
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TAMPA 
ELECTRIC COMPANY 


®@ was organized in 1899 and financed by the sale of stock. 





®@ today it has no bonds or debt other than current accounts 
payable. 


@ it is owned by approximately 6000 stockholders, nearly 1000 
of whom reside within its territory. 


®@ no stockholder owns as much as 5% of its stock. The aver- 
age holding is about 400 shares. rs 
®@ no regulatory body has ever attempted to regulate its rates Cod 
or service. Mat 
tow} 

@ It receives an average of only 2.49%¢ for each kilowatt-hour no 
sold. orbi 


inte 


@ Every customer residential or otherwise, may purchase elec- 
tricity for as little as 2 cents per kilowatt-hour. 


ciliti 
Was 
© it operates a street car system that still has its original 5-cent 3H 


fare with free transfers within the city limits. School chil- tom 
dren ride for two and a half cents. serv 


@ it pays taxes that amount to approximately $500,000 per - 
year or about 12% of operating revenue. 
SOrb 

@ it has never missed a dividend. Ser 
and 

@ it has given much valuable property to the communities it the 
serves. befc 

. cien 
* Tampa Electric Company stands as proof of the part 
benefit to everyone of private ownership, manage- mod 


ment and operation. plan 


cust 


TAMPA ELECTRIC COMPANY . 


unal 
spe PETER O. KNIGHT. PRESIDENT 
a thro 
Serving Three Counties ; 


IN THE SUNSHINE STATE Z 


mc 
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A PAGE FROM THE HISTORY OF PRIVATE OWNERSHIP 





Associated’s Record of Public Benefit 


» = real record of the Associated is 
written in the service rendered the 
public by its properties. We submit a 
few of the records of which we are 
proud in this system, where average 
residential electric rates have been re- 
duced practically 25% in the last six 
yecrs alone. 

—AssocIATED GAS AND ELEcrTRIC Co. 








ives the Associated System ac- 
quired control, thirteen years ago, 
of the small properties serving Cape 
Cod, Massachusetts, and the Island of 
Martha’s Vineyard, over half of the 
towns and villages in the territory had 
no electric service at all, rates were ex- 
orbitant, service was continually being 


interrupted because of run-down fa- 
cilities. In 1923 poor electric service 
was supplied 5,889 customers living in 
34 communities. In 1936, 19,185 cus- 
tomers in 74 communities get up-to-date 


service for 40.5% less cost. 


I’ Kentucky and Tennessee 49 inde- 
pendent electric properties were ab- 
sorbed, 21 of these from municipalities. 
Service has been extended into 32 towns 
and villages and adjoining rural sections 
where no electric service was available 
before. Instead of 40 small and ineffi- 
cient power plants, some rendering only 
part-time service, there are now two big 
modern power plants and four auxiliary 
plants serving more than 32,000 electric 
customers, including industries which 
the municipal plants had been totally 
Average domestic rates 
and 


unable to serve. 
throughout have been cut 49.2%, 
for the former municipal properties as 
much as 60%. 


NOTHER Major operating unit serves 
970 communities and a large rural 

area of New York State. Since Asso- 
ciated acquired these properties, the dis- 
tribution system has been increased 
from 4,341 to 7,561 miles lines. 
Approximately 250,000 people in rural 
territory benefit by electric service who 
never received it before. The average 
domestic rate per kilowatt hour has been 


of 


reduced 57.1%. 


Hs Valley—1,300 square miles 
of rural territory north of New 
York City—was poorly served in 1924 
by 15 small independently owned and 
operated companies. Service could only 
be had in the larger communities, and 
there only during certain hours. Voltage 
varied so that the use of electric appli- 
ances, even toasters, was discouraged. 
Since 1926, under the Associated Sys- 
tem, $4,300,000 spent for 
new construction, including 500 miles 
of new lines. Twice as many customers 
Service has 


has been 


now enjoy electric service. 
been brought up to modern standards, 
rates lowered 47.7%. 

Similar examples could be cited from 
other properties. This is the real record 
of Associated. 
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LET’S GO 


AHEAD 


+++ ENSTEAR 


“The 
competition has created such mar- 
ket uncertainties that the preferred 
stocks of our southern companies 
are selling at 30 to 40 points below 
par and it is impossible for them to 
refund their bonds and preferred 
stocks or to publicly finance their 


presence of Government 


construction requirements. The 


money for such construction re- 


quirements has, therefore, of neces- 


sity been supplied by this Corpora- 
tion, the holding company. 

“This penalty which is being levied 

by Government incursion 

into the field of private enterprise, 
will, unless brought to a halt, of 
necessity be paid for by either you 
as security holders or by the rate 
payers—and probably by both.” 

—President Wendell L. Willkie 
1935 Annual Report to Stockholders 


A vivid demonstration of the destruction resulting from politically-inspired 
fomented assaults on the utility industry. That is typical of the damage created 
but one of many directions. 


As a manufacturer, an employer, a consumer, a taxpayer, ask yourself what ¢ 
program of crippling legislation, “death penalties,” bureaucratic experiments and t 
subsidized competition is doing FOR you or TO you. What has this program d 
to foster industrial and commercial development, strengthen the position of inves 
savings, or establish firm foundations for steady employment? Does the pul 
stand to gain more from electric service administered under EXPERIENCED Al} 
RESPONSIBLE PRIVATE MANAGEMENT, or subject to shifting politi 
direction? 

In the face of governmental interference and unfair restrictions, the electri 
industry is bending every effort to further develop its services. Freed from th 
handicaps, it is prepared to go ahead with greater contributions to the pul 
welfare. 


Let’s go ahead! 


THE COMMONWEALTH & SOUTHERN CORPORATIG 


ALABAMA <- 1/NNI 


MICHIGAN ~- OHIO - ILLINOIS - INDIANA - PENNSYLVANIA - GEORGIA - FLORIDA - MISSISSIPPI - SO. CAROLINA - 

















RE BOSTON CONSOLIDATED GAS CO. 


MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


Re Boston Consolidated Gas Company 


[D. P. U. 4885.] 


crimination, § 30 — Rates — Use of service. 
1. Mere difference in use does not justify a different rate unless the dif- 
ferent use creates a dissimilar condition from that pertaining to others, 
p. 434. 
iscrimination, § 109 — Gas rates — Classification — Effect of competition. 
2. A classification in which the rate for gas supplied is made lower than 
the other rates, where competitive or other conditions warrant, should apply 
to substantially all who obtain and use the service under similar conditions, 
p. 434 
iscrimination, § 110 — Rates — Gas — Space heating — Automatic appliances. 
3. The more uniform and continuous use of gas by those using gas for 
space heating controlled by an automatic device, this having a tendency to 
level out the demand on the system during the twenty-four hours of the 
day, justifies the establishment of a classification of rates applicable to 
such use, provided the rate established is not so low as to throw a burden 
on customers served upon higher rates; and such a rate can be justified as 
a promotional rate under Chap. 365 of the Acts of 1934, p. 435. 
iscrimination, § 110 — Rates — Gas — Space heating — Refrigeration. 
4. The conditions applying are not so similar as to require that a rate for 
gas available to any customer, using automatic self-acting gas appliances for 
his major space-heating requirements and using gas for his other major fuel 
requirements, be applied to the use of gas in gas refrigerators, p. 436. 


iscrimination, § 110 — Rates — Gas — Space heating — Cooking stoves — Reg- 
ulating devices. 

5. The same continuous use of gas in cooking stoves where automatic de- 

vices are attached does not obtain as in the use of automatic self-acting gas 

appliances for space heating, so as to make objectionable on the ground of 

discrimination a special rate for gas to users of automatic self-acting gas 

appliances for space heating, as the cooking-stove devices only regulate the 

heat of the oven while cooking is being done and the length of time the 

gas is used during the twenty-four hours of the day is not comparable with 

that of space heating, p. 436. 

iscrimination, § 14 — Rates — Classes — Proof as to cost. 

6. The Commission ought not to disapprove a gas rate unless it appears 

clearly that the sale of gas under the rate will throw a burden upon other 

customers to whom the rate does not apply, p. 436. 

iscrimination, § 110 — Gas rate — Space heating — Revenues and expenses — 

Burdens on other classes. 

7. A rate for gas used by customers having automatic self-acting gas ap- 

pliances for major space-heating requirements was held not to have been 

proven discriminatory on the ground that it would throw a burden upon 
433 14 P.U.R.(N.S.) 





MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


other customers to whom the rate did not apply where there was a spread 
of over 20 cents between the cost and the price at which the gas was sold, 
an amount considered ample to take care of the cost of reading meters, 
billing, collecting, and the necessary service, p. 436. 


Rates, § 375 — Gas — Minimum charge — Space heating. 
8. A proposed minimum charge of $75 a year was increased to $100 a 


year in a rate classification available to customers using automatic self- 
acting gas appliances for major space-heating requirements, p. 436. 


(Murray, Chairman, and Harpy, Commissioner, dissent; Grant, Commissioner, concurs.) 
[July 13, 1936.] 


nen of proposed rates for gas to be used for space 
heating; rates approved as modified. 


By the DEPARTMENT: In the De- 
partment’s order of January 28, 1936 
(12 P.U.R.(N.S.) 113) in relation 
to Classification No. 2 of the rates of 
the company, it was ordered that the 
company, before March 1, 1936, file 
a classification of rates, to take the 
place of Classification No. 2 then in 
effect, to remove the discrimination 
which the Department found to be 
caused by the rate. On February 26, 
1936, the company filed a petition for 
reconsideration by the Department of 
this order and as a consequence on 
February 27, 1936, the Department 
extended to June 1, 1936, the time for 
the filing by the company of a rate in 
substitution of its present Classifica- 
tion No. 2. Subsequently the com- 
pany filed a new Classification No. 2, 
to become effective on June 1, 1936. 
The new classification is available to 
any customer using automatic self- 
acting gas appliances for his major 
space-heating requirements and using 
gas for his other major fuel require- 
ments. 

[1] The company relies, as a jus- 
tification for its rate, upon a state- 
ment in the opinion in the case of 
Brand v. Water Comrs. of Billerica 


14 P.U.R.(N.S.) 


(1922) 242 Mass. 223, 227, 136 N. 
E. 389, as follows: “But even at com- 
mon law it is generally recognized 
that discrimination of rates is permis- 
sible, within reasonable limits, except 
as between consumers who receive the 
same service under similar conditions. 
This is especially true in cases of wa- 
ter, gas, and like companies, where a 
different rate may be made per unit 
of service to large users, or to persons 
making different uses of the service, 
according to substantial authority.” 
We think this statement in the second 
sentence of the quotation, to the ef- 
fect that discriminations are permis- 
sible “to persons making a different 
use of the service,” is controlled by 
the statement in the first sentence, 
“that discrimination of rates is per- 
missible, within reasonable limits, ex- 
cept as between customers who re- 
ceive the same service under similar 
conditions.” Thus, unless the differ- 
ent use creates a dissimilar condition 
from that pertaining to others, mere 
difference in use does not justify a 
different rate. 

[2] In the decision of January 28, 
1936, supra, at p. 127 of 12 P.U.R. 
(N. S.) the Department quoted, with 
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approval, what was stated in a deci- 
sion upon the rates of The Edison 
Electric Illuminating Company of 
Boston made July 31, 1934 (5 
P.U.R.(N.S.) 369, 381) to the ef- 
fect that the Department has “rare- 
ly interfered with the discretion of a 
company in establishing competitive 
rates unless it appeared that the rates 
were so low as to throw a burden on 
customers served upon higher rates, 
or by use of electricity at such rate, 
generating and distributing capacity 
was absorbed that was needed for the 
more profitable customer.” In its de- 
cision of January 28, 1936, supra, at 
p. 127 of 12 P.U.R.(N.S.), however, 
the Department stated that: “While 
there is no statute or law in this com- 
monwealth which specifically prohib- 
its the sale of gas at discriminatory 
rates, we are of the opinion that, as 
the Department now has jurisdiction 
to investigate the propriety of all 
rates, discriminations should not be 
allowed between customers receiving 
the same service under similar condi- 
tions, and in no event unless there is 
some sound ground warranting the 
discrimination.” Thus, where compet- 
itive or other conditions warrant the 
establishment of a classification in 
which the rate for gas supplied is 
made lower than the other rates, we 
think the classification should apply 
to substantially all who obtain and 
use the service under similar condi- 
tions and it was for this reason we 
disapproved the Classification No. 2, 
as it was not open to many using gas 
under similar conditions, the use to 
which the gas was applied alone, in 
our opinion, not justifying the class- 
fication. In our decision of January 


28, 1936, supra, we did not disap- 
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prove a rate established to meet com- 
petition in water heating, which was 
conditioned on the use of automatic 
self-acting gas heaters, as we then 
thought that the use of such automat- 
ic self-acting gas heaters tended to a 
longer and more uniform use of gas 
than where no heaters or other types 
are used and thus warranted the class- 
ification. 

[3] The company’s proposed Class- 
ification No. 2 is apparently based up- 
on what was said in the decision of 
January 28, 1936, supra, in relation to 
automatic self-acting water gas heat- 
ers and the more favorable rate pro- 
vided for in the classification is re- 
stricted to those using gas for space 
heating controlled by automatic self- 
acting gas appliances. Where gas is 
used for space heating controlled by 
an automatic device, the use of the 
gas for that purpose is spread over 
more hours a day than its use is like- 
ly to be in other household uses. This 
results in a more continuous and uni- 
form use, with less fluctuations, and 
has a tendency to level out the demand 
on the system during the twenty-four 
hours of the day. We think it obvi- 
ous that a company can afford to sell 
gas at a lower rate where its use is 
more continuous and uniform than is 
usually the case. This more uniform 
and continuous use justifies, we think, 
the establishment of a classification of 
rates applicable to such use, provided 
the rate established is not so low as 
to throw a burden on customers 
served upon higher rates. Moreover, 
we think the rate proposed can be jus- 
tified as a promotional rate under 
Chap. 365 of the Acts of 1934. The 
rate is conditioned upon its use for 
space heating where such use is con- 
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trolled by automatic self-acting de- 
vices and where the customer uses gas 
for his other major fuel requirements. 
Thus, to obtain the rate for the pur- 
poses of space heating the customer 
must use gas for his other major fuel 
requirements. This tends to increase 
the use of gas. 

[4,5] It was argued at the hear- 
ing by objectors to the rate that it did 
not apply to all who use gas under 
similar conditions. It was suggested 
that the same continuous use obtains 
in gas refrigerators and in the use of 
gas cooking stoves where automatic 
devices are attached. Theoretically 
there may be some force in the argu- 
ment relating to gas refrigerators, but 
in the making of classifications of 
rates practical considerations must be 
taken into account. The use of gas 
in a refrigerator is so small that as a 
practical matter the owner of the re- 


frigerator who did not use gas for 
space heating would not ordinarily 
use the required minimum amount of 
the rate. If he uses gas for his space- 
heating requirements, controlled by 


automatic self-acting devices, the 
rate will apply to the gas used in his 
gas refrigerator if he uses gas for his 
major fuel requirements. We think 
the conditions applying are not so sim- 
ilar as to require that the rate shall 
apply to the use of gas in gas re- 
frigerators. As to the automatic de- 
vices applying to cooking stoves we 
do not think the comparison is sound, 
as the devices really only regulate the 
heat of the oven while cooking is be- 
ing done and the length of the time 
the gas is used during the twenty-four 
hours of the day is not comparable 
with that of space heating. 

[6-8] The real question, we think, 
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presented by the proposed new rate, is 
whether it can be successfully contend- 
ed that it throws a burden upon cus- 
tomers served upon higher rates. The 
rate provides for a charge of $1.10 
for the first 200 cubic feet or less per 
month, a charge of 9.5 cents per hun- 
dred cubic feet for the next 2,800 
cubic feet per month, a charge of 8 
cents per hundred cubic feet for the 
next 7,000 cubic feet per month and 
a charge of 5.5 cents per hundred cub- 
ic feet for the gas over 10,000 cubic 
feet per month, with provisions for a 
discount, if the bill is paid within 
fifteen days from the billing date, of 
10 cents on the first 200 cubic feet or 
less per month, and .5 cent per hun- 
dred cubic feet for the gas sold over 
200 cubic feet per month. Thus no 
gas is sold at less than 50 cents a thou- 
sand cubic feet. The cost of the gas 
to the company in its holder is ap- 
proximately 30 cents per thousand 
cubic feet, leaving a spread of 20 cents 
per thousand cubic feet for the dis- 
tribution, meter reading, billing, col- 
lecting of accounts, and other expen- 
ses attached to the promotion of the 
sale of the gas sold under the class- 
ification. The evidence as to whether 
this 20-cent spread does cover these 
costs is somewhat unsatisfactory. The 
company contends that the net annual 
income of the company is $200,000 
larger than it would be if no gas for 
space heating were sold. There was 
sold in 1934 for space heating 1,642,- 
378 thousand feet of gas. Estimat- 
ing the cost of gas at 30 cents a thou- 
sand cubic feet, and the price at which 
the gas was sold at 50 cents a thou- 
sand cubic feet, gives a revenue of 
$328,475 to be applied to the cost re- 
ferred to. This revenue is probably 
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somewhat higher, as the revenue ex- 
ceeded 50 cents a thousand cubic teet, 
due to the higher price in the lower 
steps of the rate. The expenses in 
1933, it is estimated by the company 
in an exhibit presented by it, other 
than the cost of the gas and its pump- 
ing, were $78,745.92. We believe, 
from the evidence, that these costs in 
1934 and in 1935 were substantially 
higher. Moreover, the expense fig- 
ures of space heating are largely 
based upon allocations from the trans- 
mission and distribution, utilization, 
commercial, new business, and general 
expenses. No separate account of ex- 
penses due to space heating is kept 
and apparently cannot be kept because 
of the manner in which the company 
conducts its business. Consideration 
of new business expenses of the com- 
pany for the years 1933 and 1935 leads 
us to doubt the acctrracy of the compa- 
ny’s estimates. In 1933 the new busi- 
ness expenses were $323,563.49. In 
1935 these expenses amounted to 
$464,508.37, showing an increase of 
$140,944.88 over those of 1933. More- 
over, the increase in the maintenance of 
customers’ installations was in 1935, 
$54,095.30 more than that in 1933. 

We think it obvious that these in- 
creases were largely due to increased 
activity of the company in the promo- 
tion of the sale of gas for space heat- 
ing. The increased expenses of 1935, 
added to those estimated in 1933, 
would reduce very materially the com- 
pany’s estimated return from the sale 
of gas for space heating over the cost 
of the gas. 

The argument of the objectors that 
a continuation of the company’s pol- 
icy is likely to throw a burden on the 
other users of gas is not, we think, 
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entirely without foundation. How- 
ever, we are of. the opinion that we 
ought not to disapprove the rate un- 
less it appears clearly that the sale of 
gas under the rate will throw a burden 
upon other customers to whom the 
rate does not apply. This has not 
been shown by the objectors to our 
satisfaction. We think the service 
provided for in the classification can 
be furnished without throwing a bur- 
den on other customers. The spread 
of over 20 cents between the cost and 
the price at which the gas is sold is, 
in our opinion, ample to take care of 
the cost of reading meters, billing, col- 
lecting, and the necessary service. 
Additional costs to the company un- 
doubtedly arise because of changes in 
the distribution system due to this 
class of service. The company, there- 
fore, should limit its expenses to well 
within the spread between the cost of 
the gas and the price at which it is 
sold. If this is done we think the 
rate will not be objectionable. On the 
other hand, if the company’s expenses 
are not, in the future, so limited we 
feel it will be our duty to order that 
the rate be discontinued. We do not 
think that we should assume that the 
company in the future will allow its 
expenses as to this class of business to 
be such as to throw a burden on other 
customers. With intelligent manage- 
ment it ought not to occur. We are 
of the opinion that the expenses re- 
lating to the business under this class- 
ification should be more definitely set 
out and kept by the company and if 
methods are not adopted by it to this 
end, steps should be taken by the De- 
partment to require it. We are also 
of the opinion that the minimum 
charge provided in the classification of 
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$75 a year should be increased to 
$100 a year. 

Accordingly, after a hearing, it 
is ordered, that Classification No. 2, 
filed by the Boston Consolidated Gas 
Company on April 28, 1936, be 
changed and amended so that the min- 
imum bill per annum for gas used in 
space heating only shall read $100, in 
place of $75, and that the classifica- 
tion so amended and changed be and 
hereby is approved to the extent re- 
quired by Chap. 365 of the Acts of 
1934 (Genera! Laws, Chap. 164, § 
119), the said classification as so 
amended and changed to become ef- 
fective August 1, 1936. 


Grant, Commissioner, concurring : 
While I concur in the majority opin- 
ion and order of the Commission, I 
am of the opinion, from the available 
figures with respect to the expense to 


the company of acquiring and main- 
taining customers under Classifica- 
tion No. 2, that such costs are exces- 
sive and result in discrimination 
against other users of gas, particular- 
ly against customers served under 
Classification No. 1. 

Whether this discrimination is 
causing an actual burden to be thrown 
upon other customers at the present 
time is impossible to determine, due to 
incomplete company records. While 
not denying the right of the company 
to enter the competitive field through 
the use of promotional rates, I believe 
that such rates can be justified only 
when they result in revenue sufficient 
to pay the cost of the service under 
the rate, of which, in this case, a se- 
rious question exists. I am of the 
opinion, however, that the Depart- 
ment, in the absence of full informa- 
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tion, ought not to disapprove this rate, 
It should be possible to sell gas under 
such a rate without throwing a bur- 
den upon other users if the business 
is conducted intelligently. I believe 
that the company should be given an 
opportunity to demonstrate clearly 
that it can conduct this part of its 
business with the intelligence neces- 
sary to avoid throwing a burden upon 
other customers. 

I should prefer that the order of 
the Department increase the minimum 
annual charge under Classification No. 
2 from $75 to $125, but in concurring 
with Commissioners Attwill and 
Leary to provide a majority I feel 
that a part of my objection will be 
overcome by increasing said minimum 
charge to $100 per annum. Further- 
more, with the question of “new bus- 
iness” expenditures left open for fu- 
ture determination by the Depart- 
ment, pending an anticipated revision 
of policy by the company, which ought 
to remove any unreasonable or unjust 
discrimination, the Department has 
the power to take further steps to- 
ward correcting such discrimination 
as may be found, in the future, to 
exist. 

In order that the Department may 
be able to reach a definite conclusion 
in this latter respect, I believe that the 
company should be required, within a 
reasonable time, to file with it com- 
plete information as to the cost of ac- 
quiring and servicing ‘“‘new business” 
accounts under Classification No. 2. 


Murray, Chairman, and Harpy, 
Commissioner, dissenting: The De- 
partment on January 28, 1936, supra, 
in an opinion rendered upon various 
petitions complaining as to the prices 
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charged for gas by the Boston Con- 
solidated Gas Company, and as a re- 
sult of an investigation made by the 
Department upon its own motion, 
made the following statement in rela- 
tion to Classification No. 2 then in 
effect, known as the house-heating 
rate : 

“Rate 2 is a so-called house-heating 
rate. The rate is conditioned upon 
the customer paying $75 per annum 
for gas used in space heating only, 
whether the customer uses that 
amount of gas or not. Here the con- 
ditions are not the same, as the cus- 
tomer is required to guarantee the 
payment of $75 for gas used for space 
heating in order to obtain the advan- 
tages of the rate. We think, however, 
the rate is objectionable and that the 
rate should be available to all persons 
using substantially the same amount 
of gas and who guarantee a like re- 
turn, whatever the use may be to 
which the gas is applied, with provi- 
sion, if necessary, to insure a similar 
uniformity of use as that of custom- 
ers having space-heating require- 
ments.” 

“Where a company engages in bus- 
iness of a competitive nature and its 
earnings on the competitive business 
fail to produce a fair return on that 
proportion of the property devoted to 
this competitive business, in our judg- 
ment, it ought not to expect to impose 
the shortage of a fair return on that 
business on the noncompetitive busi- 
ness in order to obtain a fair return 
on the whole property.” 

The order of the Department issued 
January 28, 1936, supra, required the 
Boston Consolidated Gas Company to 
file a new Classification No. 2 on or 
before March 1, 1936, in substitution 
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for the present Classification No. 2, 
in order to remove the discrimination 
hereinbefore referred to. Subsequent- 
ly the Department extended the time 
of filing said new classification to June 
1, 1936. On April 28th the company 
filed a new Classification No. 2, effec- 
tive June Ist. This new Classification 
No. 2 makes no change in the present 
schedule except as to availability. Un- 
der present Classification No. 2 it is 
provided that “Gas used for any pur- 
pose will be sold under this rate to 
any customer who uses gas to supply 
his major space-heating require- 
ments,” irrespective of the type of 
apparatus; while under the proposed 
Classification No. 2 it limits the avail- 
ability to those customers using auto- 
matic self-acting gas appliances for 
their major space-heating require- 
ments, and also using gas for their 
other major fuel requirements. The 
rate, therefore, is not available to cus- 
tomers who use nonautomatic appli- 
ances for space heating, even though 
the total amount of gas used would 
be the same as the consumption under 
the automatic self-acting appliances. 

Classification No. 2 was found dis- 
criminatory, in that the rate is con- 
ditioned upon the customer being re- 
quired to guarantee the payment of 
$75 annually for gas used in house 
heating, and it was stated that the rate 
should be available to all persons using 
substantially the same amount of gas 
providing they guaranteed a like re- 
turn, whatever the use may be to 
which the gas is applied. 

This defect is not cured by the pro- 
posed Classification No. 2, as that re- 
stricts the use to customers having 
automatic self-acting gas appliances 
for their major space-heating require- 
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ments and using gas for their other 
‘major fuel requirements, while still 
having to guarantee $75 per annum 
for gas used in space-heating only. 
A customer who, for example, uses 
$10 monthly, or $120 annually, in 
heaters of a type consuming 10,000 
to 15,000 cubic feet per month, but 
has no automatic space heater, would 
be restricted to Rate No. 1. Also, the 
customer who uses automatic gas ap- 
pliances, not self-acting, for his major 
space heating to the amount of $75 
per year, but who may use electricity, 
coal, or oil for other major fuel re- 
quirements, is restricted to Rate No. 
1. 

On February 26, 1936, the compa- 
ny filed a petition for reconsideration 
by the Department of this order as to 
Classification No. 2, alleging that 
compliance therewith would substan- 
tially reduce the annual income of the 


company and that Classification No. 
2 was not an unlawful discrimination. 
Pending hearings on this petition, the 
Department suspended until August 
1, 1936, the operation of the proposed 


Classification No. 2. In support of 
its contention that compliance with 
the order would substantially reduce 
the annual income of the company, 
the petitioners offered testimony and 
submitted an exhibit, numbered Q-1, 
which set forth that such compliance 
would result in a total loss of revenue 
amounting to $564,928.29. Exhibit 
Q-1 purports to show the effect on 
gross revenue if the house-heating 
rate were made available to all cus- 
tomers, regardless of purpose or use. 
It sets forth that, under Rate Class- 
ification No. 1 General, 6,057,679 
hundred cubic feet of consumption 
would be affected ; that there would be 
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a loss in revenue of $242,898; and 
that the number of customers affected 
would be 8,130; that under Rate 
Classification No. 7, Automatic Wa- 
ter Heating, 5,961,346 hundred cubic 
feet of consumption would be affect- 
ed, with a loss of revenue of $119. 
587.23, and the number of customers 
affected 6,785 ; that under Rate Class- 
ification No. 3, Commercial, the con- 
sumption affected would amount to 
7,362,343 hundred cubic feet, with a 
loss of revenue of $153,907.17, and 
500 customers affected; and that un- 
der Rate Classification No. 4, Indus- 
trial, the consumption affected would 
amount to 435,372 hundred cubic feet, 
with a loss of revenue of $48,535.89, 
and the number of customers affected 
102, or a total loss in revenue of 
$564,928.29, and the total number of 
customers affected 15,517: 
Representatives of customers of 
the company at the public hearings 
contended that Classification No. 2 
embodied a discrimination which is 
unfair to customers of the company, 
other than those served under this 
classification; that the order of the 
Department, issued January 28, 1936, 
supra, tended to remove this discrim- 
ination and that said order should not 
now be changed. They further con- 
tended that the use of gas under 
Classification No. 2 imposed a burden 
upon other customers of the company 
to whom the rate does not apply. This 
contention was denied by the compa- 
ny. The evidence presented upon 
both sides of the issue was, however, 
in our opinion, inconclusive. We do 
not concur in the opinion of the ma- 
jority of the Commission that the 
burden of proof upon such an issue 
is on the customers. We feel that it 
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is the duty of the company in the 
present proceeding to present satisfac- 
tory evidence that customers served 
under other rates are not burdened by 
Classification No. 2, and, in our opin- 
ion, the evidence presented in relation 
thereto is unsatisfactory and insuff- 
cient. 

In view of the figures shown on the 
foregoing exhibit, we feel that we 
should call attention to certain phases 
of the house-heating service. In 1932, 
under Classification No. 2, the compa- 
ny sold 1,269,264 thousand cubic feet 
of gas, while in 1935 it sold 2,000,136 
thousand cubic feet, or an increase of 
730,872 thousand cubic feet. The reve- 
nue derived therefrom in 1932 amount- 
ed to $921,081.14, while in 1935, it was 
$1,126,279.15—an increase over the 
year 1932 of $205,198.01. The number 
of house-heating customers in 1932 
was 1,600 and in 1935 approximately 
3,000, or an increase of approximate- 
ly 1,400. Presumably this increase in 


Under Acct. 
G-662 New business salaries 


Salaries of house-heating department 


G-663 New business expenses 


Expenses of house-heating department 


customers does not represent entirely 
the addition of new customers, but in- 
cludes some users of gas who already 
were being served on other rates. 

In 1932 salaries paid by the com- 
pany under the heading of “new bus- 
iness” amounted to $191,736.08. In 
1935, $290,542.51 was charged to 
this item. In 1932, $28,920.47 was 
charged to “new business’ supplies 
and expenses, while in 1935 this item 
totaled $40,237.07. The cost of ad- 
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vertising for “new business” in 1932 
was $89,478.78. In 1935 it had risen 
to $133,728.79. From these figures it 
appears that the expense of acquiring 
new business in 1932 was $310,135.- 
33, as against $464,508.37 in 1935. 


No figures are available by which 
to determine accurately what portion 
of this “new business” expense should 
be charged to house heating, represen- 
tatives of the company having stated 
at the public hearings that they had 
made no detailed estimate of separate 
costs. This is due to the fact that the 
company does not have figures avail- 
able to accurately determine the allo- 
cation of “new business” expense to 
house heating. We feel that the ex- 
penses relating to Classification No. 2 
should be more definitely set out in the 
books of the company. However, it 
appears that in 1933 and 1934 there 
was an allocation of “new business” 
expenses applicable to house-heating 
customers, as follows: 


1933 1934 


$17,897.96 $97,435.49 


1,822.41 
$19,720.37 


6,520.46 
$103,955.95 





This indicates an increase in house- 
heating salaries and expenses in 1934 
over 1933 of $84,235.58. As we an- 
alyze the evidence, however, it does 
not appear that these figures include 
any of the expense for advertising. 
Any analysis tending to show the ex- 
pense for “new business” applicable 
to house-heating customers in 1933 
and 1934 should, we think, include a 
substantial addition to these figures, 
representing the proportion chargea- 
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ble to this type of business of the in- 
crease in the amount spent for adver- 
tising between 1932 and 1935. 

Representatives of the company tes- 
tified that, in their judgment, the com- 
pany received an additional net in- 
come of approximately $200,000 per 
year from this type of business, yet 
they likewise testified that they do not 
know the actual cost of securing 
house-heating customers. 

The figures show a constant in- 
crease in the annual cost of obtaining 
new business. Comparing these ex- 
penses with the increase of $205,198.- 
01 in revenue for the 4-year period 
(1932-1935) leaves a serious ques- 
tion, so far as may be determined 
from the evidence, as to whether cus- 
tomers served under Classification 
No. 2 are paying their proportionate 
cost of service. 

There was considerable testimony 
as to the need for establishing rates of 
a promotional character to increase 
the use of gas and to meet competi- 
tion, which has become a serious prob- 
lem in the gas industry. While this 
may be true, we think discrimination 
ought not to be permitted between 
customers who receive substantially 
the same service under similar condi- 
tions. Upon a petition of the select- 
men of the town of Nantucket for a 
reduction in the prices charged for 
gas and electricity sold and delivered 
by the Nantucket Gas and Electric 
Company the Department, in a unani- 
mous decision, made on July 31, 
1934 (D. P. U. 4646) made this 
statement : 

*, Rates such as the company 
maintains tend to discourage use. A 
policy of furnishing electricity at low- 
er rates, where the customer makes a 
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larger use thereof, may well result in 
the end in a larger revenue to the 
company, thus making it possible to 
reduce further the rates. We think it 
plain that the management is of this 
opinion, as they have voluntarily es- 
tablished a rate, designated “Rate 4— 
Commercial Power,” where the initial 
charge is 13 cents per kilowatt hour, 
with a minimum charge of $1 per 
month per horsepower or less of in- 
stalled capacity. We see no reason 
why this rate should not be open to all 
irrespective of the use to which the 
electricity may be devoted. If the 
company can afford to sell electricity 
to a customer who uses it for power 
upon the terms prescribed, it can af- 
ford to sell it to the householder or to 
the storekeeper on this basis for light, 
heat, or power. We think this rate 
should be open to all irrespective of 
the use to which the electricity ts ap- 
CM 6 

We see no substantial difference in 
the problem presently before us, ex- 
cept in so far as the commodity dis- 
cussed in the former case is electricity 
and the one in the present case is gas. 
We are of the opinion that what the 
Department said in the Nantucket 


_ Case as to use applies equally to the 


issue in the present case. We are of 
opinion that there are users of gas 
for certain purposes other than house 
heating whose consumption is as con- 
tinuous and uniform as that of house- 
heating customers. In considering 
the company’s contention relative to 
the necessity for meeting competition 
from other fuels, it is important to 
bear in mind that the stock of the 
Boston Consolidated Gas Company is 
now owned by the Eastern Gas & 
Fuel Associates. The Eastern Gas & 
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Fuel Associates is engaged not only 
in the manufacture of gas, coke, and 
other residuals, but in the transporta- 
tion and sale of coal. To a certain 
extent, therefore, it would appear that 
the Boston Consolidated Gas Compa- 
ny is in competition with itself, or, at 
least, with the controlling parent com- 
pany. We feel that the small house- 
hold consumers of the Metropolitan 
area are entitled to some considera- 
tion. If the company must meet com- 
petition by reducing its rates below an 
amount necessary to earn a fair com- 
pensatory return on its investment, 
we see no reason why the burden 
should not be equitably distributed 
over the entire gas consumption mar- 
ket. 

The present and the proposed Class- 
ification No. 2 provides that this rate 
shall be available to customers whose 
minimum consumption of gas for 
space heating only is $75 per year. 
This enables customers using gas for 
house-heating purposes to use gas for 
but one or two months of the year 
for house heating and yet, despite 
such limited use, obtain gas for their 


general requirements at a rate much 
cheaper than is available to the great 
majority of the company’s other cus- 
tomers, many of whom also use gas to 
a value in excess of $75 per year. We 
think that the minimum annual charge 
for customers served under Classifi- 
cation No. 2 should be increased to 
$125 per year. It may be pertinent to 
point out here that prior to 1934, the 
minimum charge under Classification 
No. 2 was $100. With this increase 
to $125 in the minimum charge and 
a curtailment of “new business” ex- 
penses, which we feel can be accom- 
plished, the alleged loss in revenue 
would be largely overcome. 

The opinion and order of the De- 
partment hereinbefore referred to was 
issued after many hearings, a study 
of the testimony and careful consid- 
eration thereof. It was then found 
by the Department that discrimination 
existed, which discrimination the De- 
partment ordered removed. We do 
not feel that sufficient new evidence 
has been brought to our attention to 
convince us that we ought to change 
our views at this time. 
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Re New York Telephone Company 


[Case No. 8230.] 


Rates, § 640 — Immediate reduction — Cost of extended proceeding. 
1. Savings which can be effected by termination of a rate proceeding might 
better be applied to the benefit of subscribers through an immediate reduc- 
tion in rates, when there is sufficient evidence in the record to warrant an 
order making an immediate reduction, instead of continuing the proceeding 
to a final and complete determination which would require a long time and 
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a large expenditure of money which, while presently paid by the company, 
must ultimately be borne, in part at least, by subscribers, p. 446. 


Depreciation, § 23 — Annual allowance — Losses on retirement. 
2. It is inequitable to require telephone subscribers to pay as depreciation 
expense over the entire life of the property more than the actual loss sus- 
tained when the property is retired, p. 449. 


Depreciation, § 26 — Annual allowance — Excessive reserve. 
3. The proper basis upon which to fix an annual rate of depreciation when 
the accumulated reserve is excessive is to make it such that over the re- 
maining life of the property a sufficient additional amount will be accumu- 
lated so that the reserve at the time of retirement will equal the loss sus- 
tained at that time, p. 449. 


Rates, § 532 — Telephone — Reductions — Method. 
4. Base station rates were not reduced for the reason that a reduction of 
substantial benefit would have such a large revenue effect as to bring about 
an amount of decrease in the net revenue which seemed unjustified, although 
reductions were required in various charges, p. 453. 


Rates, § 541 — Telephone — Interzone charges. 
5. Interzone telephone charges in a large city were not eliminated where 
the cost of rendering service between distant portions was considerably more 
than the cost between subscribers immediately adjacent to each other, 
p. 453. 

Rates, § 558 — Telephones — Hand-set charge. 


6. Hand-set charges of a telephone company were reduced from 15 cents 
to 10 cents monthly, p. 454. 


Rates, § 309 — Connection charges — Telephones. 
7. Service connection, move, and substitution charges of a telephone com- 
pany, although alleged not to cover the cost of negotiations, the establish- 
ment of records, and other uncapitalized costs, should be reduced when they 
operate as a barrier to the more widespread development of telephone serv- 
ice and reductions will be in the interest of the service in general, p. 454. 


Rates, § 584 — Telephones — Extended area service. 

8. An extended-area service on an optional basis was approved to satisfy 
the demands of customers using tolls to near-by districts without the neces- 
sity of raising rates to all customers, where constant growth in population 
had resulted in the expansion of telephone interests of many customers 
beyond the local service areas established, p. 454. 

Rates, § 532 — Telephones — Municipal boundaries — Overlapping service areas. 
9. Theoretical central offices with overlapping service areas along a large 
portion of a municipal boundary were approved where, as a result of rapid 
growth of sections immediately adjacent to a municipality, a situation had 
developed which had produced a toll charge between nearby subscribers on 
opposite sides of the city line, p. 455. 


Rates, § 553 — Telephones — Temporary suspension of service. 


10. Charges for residence telephone service during temporary suspension 
were reduced to an amount equivalent to the “in place” service connection 
charge for the first month with a nominal charge of 50 cents added for 
each month thereafter to compensate the company in part for reserving 
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the central office and outside facilities together with the call number for 
the subscriber’s future use, the minimum period to be for one month and 
the maximum for six months, p. 455. 


§ 570 — Telephones — Seasonal service. 

11. A minimum charge for seasonal telephone service equivalent to the 
schedule rate for seven months, although possibly justified on the basis of 
cost, was reduced to five times the monthly rate in consideration of the 
general public opinion that the present seasonal charge was excessive, 
p. 456. 


§ 565 — Telephones — Semi-public service. 


12. The Commission approved the waiver of coin box rental where receipts 
equal or exceed $25 per month, p. 456. 


§ 553 — Telephones — Tie line charges — Differential. 

13. A differential in tie line charges between the charge for a tie line con- 
necting switchboards of the same subscriber and the charge for a tie line 
of different subscribers should be eliminated, although the differential may 
be sound from a rate standpoint, when the reason for the distinction has 
been difficult for the public to recognize and has occasioned a number of 
complaints, p. 457. 

[June 26, 1936.] 


| reese: on motion of Commission as to rates, charges, 
rentals, and tolls of a telephone company; rate reductions 
ordered. 


APPEARANCES: Charles G. Blakes- 
lee, Counsel, Public Service Commis- 
sion; Edward L. Blackman, Trial 
Counsel, New York Telephone Com- 
pany; Charles T. Russell, General 
Counsel, New York Telephone Com- 
pany; Edward W. Beattie, General 
Attorney, New York Telephone Com- 
pany; Paul H. Burns, Attorney, New 
York Telephone Company ; Paul Win- 
dels, Corporation Counsel (by Harry 
Hertzoff, Assistant | Corporation 
Counsel), city of New York; George 
L. Grobe, Corporation Counsel (by 
Fred C. Maloney, Assistant Corpora- 
tion Counsel), city of Buffalo; R. D. 
Carlson, Telephone Economy Coun- 
sel; E. L. Robertson, Corporation 
Counsel, city of Syracuse; Leonard 
G. McAneny, Corporation Counsel, 
city of Yonkers; Oliver K. King, Cor- 
poration Counsel, Portchester; Bar- 
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tholomew F. Mannion, Trustee, vil- 
lage of Dobbs Ferry; William R. 


Condit, Corporation Counsel (by 
Samuel Faile), White Plains; Stanley 
W. Church, President, New York 
State Association of Public Officials; 
John A. Bodmer, Assistant Corpora- 
tion Counsel, New Rochelle; Alonzo 
C. Lowenstein, First Assistant Corpo- 
ration Counsel, Mount Vernon; 
Charles M. Carter, First Deputy 
County Attorney and John M. Krug, 
Deputy County Attorney for William 
A. Davidson, County Attorney, coun- 
ty of Westchester; Herman H. Baer, 
Mayor, New Hyde Park; Daniel E. 
Kelly, Village Attorney, Rye; Ben- 
jamin D. Levenstein, Attorney (rep- 
resenting Wakefield Fusion Club, Al- 
lerton Merchants Association) ; Paul 
J. Tomako, Mayor, Lackawanna; 
Harold F. Mason, Mayor, Glen Cove; 
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Rudolph S. Weinstein, Corporation 
Counsel, Lackawanna; Frederick 
Hitcherick, Councilman, town of 
Hempstead ; Herbert H. Hall, Corpo- 
ration Counsel, Tarrytown; Salvatore 
T. Gambino, Attorney for village, 
Peekskill. 


BREWSTER, Commissioner : 


General Statement 


This investigation of the rates, 
charges, rentals, and tolls of the New 
York Telephone Company was com- 
menced on motion of the Commission 
in May, 1934. The proceeding was 
instituted in consideration of the 


Commission’s studies of the compa- 
ny’s operations and of complaints by 
subscribers, particularly against the 
rates and charges for miscellaneous 
services and facilities and against toll 
rates for relatively short distances. 
The first hearing was held on May 


10, 1934. Since that time there have 
been ninety-one days of hearings, 141 
witnesses have testified, 417 exhibits 
have been presented, and 11,540 pages 
of record taken. 

The evidence thus far presented in- 
cludes the book cost of the company’s 
property, the estimated reproduction 
cost of a portion of the company’s 
property, analyses of the company’s 
past revenues and expenses, and ex- 
tensive testimony as to the annual ex- 
pense of depreciation. The current 
hearings are for the purpose of con- 
tinuing the receipt of evidence as to 
the reproduction cost of property. 

[1] As hereinafter outlined, it ap- 
pears that there is sufficient evidence 
in the record at the present time to 
warrant an order making an immedi- 
ate reduction in rates. 
14 P.U.R.(N.S.) 


To continue the proceeding to a 
final and complete determination will 
require at least two years and cost a 
considerable sum. I doubt whether 
the conclusion which would then be 
reached would vary materially from 
that which can be made upon the eyvi- 
dence now before the Commission. 

It is reasonable to assume that the 
presentation of the company’s direct 
case will take another year of hear- 
ings, and in the meantime the Com- 
mission, under the provisions of § 
18-a of the Public Service Law, has 
had and will have engineers and ac- 
countants engaged in the analysis of 
the company’s records and accounts 
and in the preparation of data to be 
later presented as part of the Commis- 
sion’s direct case. A spot check of 
the inventory and appraisal testimony 
of the company alone amounts to a 
tremendous undertaking, not only as. 
to the number of engineers and ac- 
countants required, but the time nec- 
essary to make any effective check. 
Bearing in mind the cost of valuation 
work done by other utilities in the 
state of New York, a reasonable esti- 
mate of the total cost of this rate in- 
vestigation would be upwards of one 
million dollars. The cost of the pro- 
ceeding, while presently being paid by 
the company, must ultimately be 
borne, in part at least, by subscribers. 
I believe that the savings which can 
be effected by the termination of the 
proceeding might better be applied to 
the benefit of subscribers through am 
immediate reduction in rates. 


Valuation of Property 


The record contains evidence as to 
the book cost of the company’s prop- 
erty. A very large percentage of the 
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company’s property was constructed 
by it. For this major portion book 
cost and original cost are the same. 
It appears that the difference between 
the book cost and original cost of the 
remaining portion is so small when 
considered with the entire property 
that the book cost of property may be 
taken practically as representing orig- 
inal cost. 

The following bears out this con- 
clusion : 

(a) Retirements have been made 
at average book cost instead of at the 
specific cost of the items retired 
throughout most of the company’s 
history. This has resulted in some 
cases in reducing book cost below 
original cost and had the opposite ef- 
fect in others. For a long period aft- 


er the war, the general effect of such 
retirement accounting was to dimin- 
ish the book cost below actual cost. 
However, it is not probable that the 


resulting error is material as com- 
pared with the total present cost of 
plant. 

(b) Items returned to the store- 
room for reuse have been repriced at 
current costs new instead of original 
cost. During a considerable period 
after the war, the result of this was to 
increase book cost above actual cost. 
However, this error has been largely 
offset by the opposite error under (a) 
above. It is not likely that the net 
result to date is materially wrong with 
regard to the total present cost of 
property. 

(c) Data regarding property pur- 
chased since 1914 at other than orig- 
inal cost are summarized in Exhibit 
73, Table 225. (Reliable data for 
earlier years are not available.) Ex- 
duding A. T. & T. transactions, the 
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total so charged to tangible fixed cap- 
ital has been $2,867,808, most of 
which was involved in the Federal 
purchase of 1918. Original cost of 
this is not known, but it seems obvi- 
ous that the possible error thus 
thrown into present book cost is com- 
paratively small. 

(d) Property purchased from A. 
T. & T. (principally in 1925 and 
1927) was entered at $12,779,237 
total in New York Telephone fixed 
capital (Table 225, Column 4), as 
compared with $13,371,859 book cost 
to the A. T. & T. Company (Column 
6). This difference of about 4 per 
cent on the property involved is alto- 
gether insignificant compared with the 
company’s total property. 

The company has presented in evi- 
dence an inventory of its property 
and now is engaged in the presenta- 
tion of an estimate of its reproduction 
cost. The completion of evidence as 
to reproduction cost of property will 
consume the major part of the balance 
of the time required to complete the 
case. 

Reproduction cost figures already 
submitted are in some instances less, 
and in other instances greater, than 
book cost. The evidence is as yet in- 
sufficient as a basis for a definite esti- 
mate of the final outcome. It is quite 
probable that the reproduction cost of 
the whole property will be below the 
book cost, but I do not believe it will 
be so far below as to affect materially 
the allowance for fair return. No in- 
justice is likely to be done, therefore, 
either to the subscribers or to the com- 
pany by using book cost less deprecia- 
tion in arriving at a tentative rate 
base. 

The book cost of plant and proper- 


14 P.U.R.(N.S.) 





NEW YORK DEPARTMENT OF PUBLIC SERVICE 


ty as of December 31, 1935, amounted 
to $752,247,283. Increases in prop- 
erty have been small during the past 
several years but with the expected in- 
crease in business should be somewhat 
larger in 1936. It is estimated, there- 
fore, that the average property during 
1936 will amount to approximately 
$755,000,000, an increase of about 
one half of one per cent over the 1935 
average. 

The depreciation reserve at Decem- 
ber 31, 1935, was $229,155,601. The 
net growth in the reserve during the 
past two years has been about $16,- 
000,000 annually. With the lower 


annual depreciation rate adopted for 
1936, the corresponding net increase 
in the depreciation reserve will be on- 
ly about $14,000,000, assuming retire- 
ment losses approximately equal to 
those of the two prior years. Adding 
one half of this amount to the depre- 


ciation reserve as of December 31, 
1935, produces $236,000,000 as an es- 
timate of the average for 1936. 
Analyses of depreciation reserve 
requirements indicate that such re- 
quirements based on the 1935 rate of 
4.50 per cent were approximately 
equal to the reserve. A reduction in 
the annual depreciation rate to 4.18 
per cent (as hereinafter explained) 
indicates that there is some $25,000,- 
000 more in the depreciation reserve 
than required. Eliminating this $25,- 
000,000 of excess leaves $211,000,- 
000 as the estimated average deprecia- 
tion reserve requirement for the year 
1936, consistent with the new annual 
depreciation rate of 4.18 per cent. 
Deducting this amount from the esti- 
mate of $755,000,000 of average 
property for the year 1936 leaves 
$544,000,000 as the depreciated value 
14 P.U.R.(N.S.) 


of property. To this should be added 
working capital and whatever addi- 
tional allowance is made for going 
value. 

Complete data for computing work- 
ing capital are not available in the 
record. In the statutory court deci- 
sion of December, 1929, the amount 
allowed for working capital represent- 
ed somewhat in excess of $7 per sta- 
tion. Applying this figure to the ay- 
erage number of stations in 1935 
gives $16,500,000. In 1936 the work- 
ing capital allowance on this basis 
would be $17,000,000 in round fig- 
ures. This, I believe, is an outside 
amount and would be reduced upon 
thorough investigation. However, a 
reduction in this item would not have 
a great effect. An allowance for 
working capital equivalent to $5 per 
station would reduce the rate base less 
than $5,000,000, or less than 1 per 
cent. 

The allowance made by the court 
for going value, and included in the 
Commission’s rate determination of 
1930, was $10,000,000. 

The sum of the foregoing is $566,- 
000,000 which may be taken as a ten- 
tative rate base, based on book cost, 
for the year 1936. 

This is not to be taken as a final and 
definite finding by the Commission 
such as would be made at the conclu- 
sion of the proceeding if all evidence 
had been submitted, but is an approxi- 
mation only. It is, I believe, a rea- 
sonable estimate upon which to base 
a decision at this time. 


Revenues and Expenses 


Starting with 1933, in which year 
the gross revenues of the company 
showed the full effect of the depres- 
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sion, gross revenues have increased 
gradually but operating expenses also 
have increased and the increase in net 
income does not seem to be in propor- 
tion to the improvement in business 
generally. 

The largest increases in expenses 
have been caused by a restoration of 
seniority pay increases and in taxes. 
During the depression period the com- 
pany abandoned temporarily its policy 
of seniority pay increases but restored 
them later. In the two years, from 
1933 to 1935, taxes increased $4,500,- 
000, or 30 per cent, and it is evident 
that taxes will increase materially fur- 
ther in 1936 and subsequent years. 

The following tables show the com- 
pany’s gross revenues, expenses, and 
net income as reported for the years 
1933, 1934, and 1935: 


Expenses 
Depreciation 


[2, 3] By far the largest item of 
operating expenses is the annual pro- 
vision for depreciation. This has 
amounted in recent years to more than 
$31,000,000 annually. Through these 
annual accruals a reserve is built up to 
cover the loss sustained when proper- 
ty has served its useful life and is re- 
tired. The amount annually set aside 
is so computed as to spread the ulti- 
mate retirement loss uniformly over 
the life of the property. Comparative- 
ly little property remains in service 
until it is worn out. In times of rapid 
expansion many items of property 
must be replaced by units of greater 
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capacity to meet service demands 
while the replaced items still are serv- 
iceable. Prior to the depression this 
was an important factor in providing 
for depreciation. However, as a re- 
sult of the depression it is probable 
that, as a general rule, property will 
remain in service longer. With this 
lengthening of the service life of prop- 
erty a longer period results in which 
to provide for the retirement loss. 

Due to this change in the deprecia- 
tion outlook brought about by the de- 
pression, the amount annually set 
aside has received extensive attention 
in this proceeding. 

The company has presented evi- 
dence as to annual depreciation ex- 
pense resulting in an average rate on 
depreciable property of about 4.50 per 
cent, which was the average rate ac- 


1933 
$183,400,445 


$ 99,818,870 
34/264,387 
15,534,566 


$149,617,823 
$ 33,782,622 


1934 
$185,928,657 


1935 
$188,815,593 








$101,725,554 
31,611,408 
18,300,438 


$104,718,774 
31,462,720 
20,040,289 





$151,637,400 
$ 34,291,257 


$156,221,783 
$ 32,593,810 


tually used in 1935, as compared with 
about 5 per cent approved in the court 
case and effective in the years 1929 
to 1933 inclusive. It has also prac- 
tically completed its evidence as to de- 
preciation reserve requirements, indi- 
cating that the depreciation reserve 
consistent with the 4.50 per cent rate 
was, in round figures, $207,000,000 
on July 1, 1934, as compared with a 
book reserve of $205,000,000. In 
other words, the reserve and reserve 
requirements were practically the 
same, assuming the correctness of the 
4.50 per cent annual rate supported by 
the company’s testimony. 
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Following the practice of the Com- 
mission in the past, this would require 
the deduction of the full reserve from 
the book cost in determining the rate 
base, providing the company’s annual 
rate were accepted. 

The company’s claimed deprecia- 
tion rates, however, violate the Public 
Service Commission and _ Federal 
Communications Commission account- 
ing rule forbidding present amortiza- 
iton provision for future property (in 
central offices and buildings). The 
company objected to the rule, never- 
theless, it has now (as of January 1, 
1936) placed in effect new and re- 
duced rates purporting to comply with 
the rule (4.18 per cent average, as 
compared with about 4.50 per cent 
formerly claimed and applied in 
1935). This effected a reduction of 
about $2,300,000 in operating expen- 
ses. 

However, such change necessitates 


a revision in the computation of de- 


preciation reserve requirements. De- 
tailed computation is complicated, but 
a rough estimate may be made on the 
basis of exhibits in evidence, from 
which it is estimated that the reduc- 
tion in reserve requirements would 
amount to about $25,000,000. Since 
the reserve and reserve requirement 
were found formerly to be substan- 
tially equal, this means that the re- 
serve requirement under the new rate 
is about $25,000,000 less than the ac- 
tual reserve. 

No evidence other than the compa- 
ny’s on annual depreciation has yet 
been submitted. Cross-examination, 
however, has developed some serious 
doubt as to whether the company’s 
new and reduced rates give full and 
proper effect to the longer life of 
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property due to the changed condi 
tions brought about by the long de 
pression and the consequent drastic 
reduction in growth, as compared 
with the long history of rapid and 
continuous growth before 1930. Thi 
past history was the main factor in 
making the forecasts on which the 
company’s rates are based. Based on 
the same lives and salvage values a 
used by the company in determining 
its present composite average rate o 
4.18 per cent, there is an excess in the 
depreciation reserve of approximate 
ly $25,000,000. If this composite 
rate is too high the excess in the re- 
serve is even greater. 

Obviously, it is inequitable to re- 
quire the subscribers to pay over the 
entire life of the property more than 
the actual loss sustained when the 
property is retired. This being so, the 
proper basis upon which to fix an an- 
nual rate of depreciation is to make 
it such that over the remaining life of 
the property a sufficient additional 
amount will be accumulated so that 
the reserve at the time of retirement 
will equal the loss sustained at that 
time. 

The record does not contain a basis 
for fixing this rate exactly and can 
not show it without extensive testi- 
mony by the Commission’s experts, 
presumably followed by cross-exam- 
ination and rebuttal on behalf of the 
company. 

I believe that the present rate of 
4.18 per cent is higher than required 
under existing conditions and should 
be reduced appreciably until increased 
service demands indicate the advisa- 
bility of increasing the depreciation 
expense rates so reduced. The com- 
pany should file promptly with the 
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Commission new and revised rates in 
substitution for the existing rates. 


Earning Trend and 1936 Estimate 


The present trend of revenues is 
upward. The company’s statement 
for the first three months of 1936 
shows a gain in gross revenues (min- 
us uncollectibles) of $3,063,787. On 
account of leap year, this included one 
more day than the first three months 
of 1935, and making adjustment for 
this fact, an increase of $10,000,000 
in round figures may be expected as 
compared with 1935, if this upward 
trend is maintained throughout the re- 
mainder of the year. 

The company makes forecasts or 
estimates of its future revenues in the 
regular course of its business. These 
provisional estimates are revised from 
time to time, in view of actual operat- 
ing results. 

The sitting Commissioner notified 
the company of his intention to rec- 
ommend to the Commission a reduc- 
tion in rates in this proceeding and 
asked the company for its latest cor- 
rected provisional estimate as to in- 
crease in revenues in 1936 over 1935. 
The estimates based upon factors 
which are said to have proved reliable 
in the past are $7,200,000. Since an 
estimate of future income is only an 
informed guess, particularly during 
these times of changing and uncertain 
business conditions, we think that the 
company should have given more 
weight to the facts hereinbefore set 
forth, in which an estimate of $10,- 
000,000 was arrived at. 

In view of the circumstances and 
for the purposes of this memoran- 
dum, an estimate of revenue increase 


of 1936 over 1935 will be taken at 
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$8,500,000. Expenses (excluding de- 
preciation) show a marked upward 
trend due principally to the resump- 
tion of seniority pay increases which 
were suspended for two years or more 
prior to 1935. The total increase in 
expenses of 1935 as compared with 
1934 was about $3,000,000, with no 
substantial increase in telephone plant 
and telephone business. With a sub- 
stantial gain in gross revenues fore- 
cast for 1936, it is likely that the in- 
crease in expenses will be greater in 
1936, and we have taken $4,000,000 
as an approximate estimate for such 
increase. Certain other factors will 
probably contribute to this increase, 
such as increased accounting cost due 
to the new accounting system effective 
January lst, of this year. Annual de- 
preciation would normally increase 
slightly due to net additions to tele- 
phone plant. Such increase, however, 
should be less than $200,000. A large 
change, heretofore discussed, will oc- 
cur in annual depreciation due to the 
Commission’s new accounting rule 
which forbids the present accrual of 
depreciation charges on account of 
short-lived property to be installed in 
existing central offices in the future. 
The company’s compliance with this 
rule has reduced its annual deprecia- 
tion rates by about $2,300,000 per 
year, effective January 1, 1936. 
Taxes have increased very greatly 
in each of the past several years. Such 
increase amounted to nearly $3,000,- 
000 in 1934 as compared with 1933, 
and $1,740,000 in 1935 as compared 
with 1934. The company’s own cal- 
culations for 1936 are reflected in its 
statement for the first three months, 
which indicates an increase of about 
$3,800,000 for the year as compared 
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with 1935, under tax laws, assess- 
ments, and rates now in effect. 

The foregoing estimates can be 
summarized : 


With Depreciation Rates on 1935 Basis 


1935 Actual 


Revenues $188,800,000 


$8,500,000 


mination. Among these are license 
payments to the American Telephone 
and Telegraph Company and Western 
Electric Company prices for appara- 
1936 Estimate 
with Depreciation 


Reduced to 4.18% per 
Accounting Order. 


$197,300,000 


1936 Estimate 
$197,300,000 


Add 











Expenses $104,700,000 
Depreciation 


? , 


$4,000,000 





$108,700,000 $108,700,000 
31,700,000 29,400,000 
23,800,000 23,800,000 


200,000 
3,800,000 








$156,200,000 


$8,000,000 


$164,200,000 $161,900,000 











$ 32,600,000 


The foregoing figures indicate an 
estimated net gain in revenue in 1936 
of $8,500,000 and in actual expenses 
and taxes of $8,000,000 producing a 
net gain in earnings of $500,000. 
When the $2,300,000 change in an- 
nual depreciation is taken into account 
the gain in net earnings becomes $2,- 
800,000, giving net earnings of $35,- 
400,000 available for return in the 
year 1936. The $3,800,000 of tax in- 
crease is subject to change in case 
present tax laws are revised. There 
is also the possibility of an additional 
tax due to New York city’s present 
effort to collect certain sales and ex- 
cise taxes not heretofore provided in 
company tax accruals and now in lit- 
igation. These additional taxes for 
the year 1936 are estimated at $1,- 
500,000. In addition, there are unac- 
crued taxes of a similar nature for 
1934 and 1935 of $1,800,000. As 
definite liability has not been estab- 
lished, no consideration has been giv- 
en to these taxes in the estimate of in- 
come set forth. 

There are other matters, not yet 
covered in the record, which might 
have some bearing on the final deter- 
14 P,U.R.(N.S.) 


$ 500,000 


$ 33,100,000 $ 35,400,000 


tus and material. It is possible that a 
thorough investigation of the first 
might result in some reduction in op- 
erating expenses and of the second in 
a reduction of the rate base. Operat- 
ing in the opposite direction, however, 
are certain further increases in taxes 
and in unemployment insurance costs 
for which no allowance has been made 
in arriving at the present determina- 
tion. 


Conclusion 


As has been pointed out the net 
earnings during 1936 are estimated 
at $35,400,000 with the annual depre- 
ciation accrual computed at 4.18 per 


cent. In view of the excess now ex- 
isting in the depreciation reserve a re- 
duction should be made in the annual 
depreciation rate. The reduced an- 
nual depreciation rate, together with 
the stimulation of business, which cus- 
tomarily follows reductions in the 
rates and charges for service, as here- 
in proposed, should increase net in- 
come sufficiently to provide, after giv- 
ing effect to the gross reductions of 
approximately $4,000,000 herein pro- 
posed, a reasonably adequate return, 
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under existing conditions, upon the 
rate base estimated from the facts 
now in the record. 

[4] In preparing the proposed rate 
schedules attached hereto special con- 
sideration has been given to rates and 
charges which have given rise to most 
complaints. Base station rates have 
not been reduced for the reason that a 
reduction of substantial benefit would 
have such a large revenue effect as to 
bring about an amount of decrease in 
the net revenue which seems unjusti- 
fied. A reduction of but 25 cents per 
month in main station rates alone, 
would absorb all of the apparent pos- 
sible reduction of approximately $4,- 
000,000. 

[5] At the hearing on June 18th 
several complainants requested that 
the Commission abolish all interzone 
rates within the city of New York. 
This suggestion is not new to the 


5 Commission and has been the subject 


of study and consideration. Because 
of the extent of the territory included 
within the city of New York and the 
great diversity of interest between the 
outlying portions and the central por- 
tions the traffic problems in telephone 
communication are both diverse and 
complex. 

The cost of rendering telephone 
service between distant portions of the 
city of New York is considerably 
more than the cost between subscrib- 
ers who are immediately adjacent to 
each other. If a single rate is to be 
charged for all classes of such service, 
it means that the charge for certain 
service being inadequate must be made 
up by excessive charges to others. 
Where the difference between the cost 
of the various services rendered for a 
uniform charge is not large, this may 


be a proper method in order to elimi- 
nate multiplicity of rate schedules and 
diverse charges, but we are not of the 
opinion that conditions in the city of 
New York are now such that the elim- 
ination of all interzone charges and 
the results which inevitably follow 
such an elimination would be war- 
ranted. 

These proposed rate reductions will 
accomplish the most comprehensive 
reductions in telephone charges since 
the Commission’s order of January 
25, 1923 (P.U.R.1923B, 545). They 
will save $4,000,000 per year for sub- 
scribers. Continuance of this expen- 
sive rate proceeding will deprive sub- 
scribers of that amount annually for 
two or three years. Without antici- 
pating legal proceedings, past experi- 
ence indicates that subscribers will 
save from eight to twelve millions if 
these rates become effective. If the 
company’s business improves in the 
future and its net income increases 
sufficiently, further action can then be 
taken toward just and proper addi- 
tional relief for subscribers. 

I recommend the adoption of an or- 
der requiring the company to make, 
on or before July 25, 1936, proper 
filings to carry out the changes in 
schedules appended hereto; the service 
connection charges and toll rates to be- 
come effective on August 1, 1936 and 
all other rates and charges to become 
effective on the first billing date on or 
subsequent to August 1, 1936, except 
two-party service in zones 1 and 2 
Manhattan which is to become effec- 
tive not later than March 1, 1937. 
This latter service cannot become ef- 
fective at once because the required 
facilities are not installed. 

All concur. 
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Proposed Rate Reductions 


There follows a list of the proposed 
rate reductions showing the revenue 
effect of each. These reductions have 
a total revenue effect of $4,152,000. 
Following the summary each of the 
proposed changes is described. [List 
omitted. ] 


Hand-set Charge 


[6] A reduction from 15 cents to 
10 cents is proposed in the additional 
monthly charge for hand telephones 
to all subscribers as a step in the ulti- 
mate total elimination of the hand-set 
charge. It is recognized that when 
the use of hand telephones becomes 
substantially universal, there should 
be no additional charge. A reduction 
in the hand-set charge to 10 cents will 
affect all of the subscribers having 
hand telephones (about 1,200,000 sta- 


tions) and will result in a saving to 
such subscribers of somewhat over 
$760,000 per year. 


Service Connection Charges 


[7] <A general and substantial re- 
duction in service connection, move 
and substitution charges is proposed. 
On the following page there is set 
forth in detail the present schedule of 
these charges, the proposed schedule 
and the resulting reductions. While 
it is alleged that the present charges 
do not cover the cost of negotiations, 
the establishment of records, and oth- 
er uncapitalized costs, it is believed 
that they operate as a barrier to the 
more widespread development of tele- 
phone service and that the proposed 
reductions will be in the interest of the 
service in general. These reductions 
will result in a decrease in charges to 


all of the more than 1,300,000 sub- 
scribers to telephone service through- 
out the state who make changes in 
their service and will effect a reduction 
in revenue of about $782,000 per year. 
[ Table omitted. ] 


Extended Area Service 


[8] The constant growth in the 
population of Nassau and Westches- 
ter counties during the last decade has 
resulted in the expansion of telephone 
interests of many customers beyond 
the local service areas established some 
time ago. To recognize this condi- 
tion by extensions of the present lo- 
cal service areas would involve gen- 
eral increases in rates to all customers, 
a majority of whom would not be in- 
terested in the additional service. 

It is proposed to introduce an ex- 
tended area service on an optional 
basis which will satisfy the demands 
of the customers using tolls to near- 
by districts without the necessity of 
raising rates to all customers. It is 
anticipated that the introduction of 
extended area service will reduce tele- 
phone charges of approximately 15,- 
000 customers and result in an annual 
reduction in revenue to the company 
of more than $425,000. 

The proposed extended area serv- 
ice comprises generally all offices with- 
in the normal local service area to- 
gether with those offices to which the 
toll rate is 5 cents or 10 cents, and cer- 
tain contiguous offices to which the 
toll rate is 15 cents. This service is 
in addition to the present normal serv- 
ice which will be continued at the pres- 
ent rates. There follows a statement 
showing the exchanges in which ex- 
tended area service will be offered to- 
gether with the rates and the local 
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service areas for the extended area 
service: [Table omitted. ] 


New York City Boundary—Overlap 


[9] As a result of the rapid growth 
of the sections immediately adjacent 
to the New York city line, a situation 
has developed which produces a toll 
charge between nearby subscribers 
who are on opposite sides of the city 
line. This condition has been met by 
the establishment of theoretical central 
ofces with overlapping service areas 
along a large portion of this boundary. 
It is proposed to continue the present 
arrangement and to extend it so that 
there will be overlaps all along the 
city line, thereby eliminating all toll 
charges between subscribers in their 
immediate vicinity. These overlaps 
will be introduced without any increas- 
es in rates and will reduce the present 
telephone charges of a large majority 
of the more than 35,000 subscribers 
involved to the extent of about $20,- 
000 per year. 


Temporary Suspension of Residence 
Service 


(House Closed) 


[10] Under this provision the 
subscriber’s complete equipment, in- 
cluding the installation on his prem- 
ises, circuits to the central office and 
associated central office equipment, 
remain intact during the suspension 
period. His call number or numbers 
are reserved and directory listings are 
continued so that upon the subscriber’s 
return service can be restored on very 
short notice. This privilege is utilized 
by subscribers to a large extent dur- 
ing the summer season or other peri- 
ods in the year when they are away 
for one month or more. 


The present charges for this service 
are one-half the monthly rate for the 
period of suspension. It is proposed 
to reduce this charge to an amount 
equivalent to the “in place” service 
connection charge for the first month 
with a nominal charge of 50 cents add- 
ed for each month thereafter to com- 
pensate the company in part for re- 
serving the central office and outside 
facilities together with the call number 
for the subscriber’s future use. The 
minimum period is for one month and 
the maximum for six months. 

Such a plan would make it easier 
for the 65,000 subscribers who now 
utilize this provision to have the bene- 
fits of temporary suspension of serv- 
ice and they will save in excess of 
$215,000 per year. 


Short-haul Toll Rates 
(Intrastate ) 

As will be seen in the following ta- 
ble the present schedule of toll rates 
for distances up to 40 miles consists 
of four 6-mile steps followed by two 
8-mile steps. It is proposed to make 
the first two steps 8 miles each, fol- 
lowed by four 6-mile steps. 

A comparison of the present and 
the proposed schedules follows: 
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As an example of what the proposed 
schedule will accomplish, in the pres- 
ent 15 cent step 650 rates will be re- 
_ duced to 10 cents, 29—15 cent rates 
that have been complained of will be 
reduced to 10 cents and 10 of thel4 
special 10 cent rates will become 
standard. The reductions in the 35- 
cent step will be similar to those in the 
15-cent step, while the number of re- 
ductions in the 20-cent, 25-cent and 
30-cent steps will be even greater. 

The introduction of the proposed 
schedule will reduce the revenue of 
the New York Telephone Company 
$1,360,000. 

The New York Telephone Company 
is authorized by its connecting com- 
panies to include their toll rates. in its 
toll tariff filed with this Commission. 
Such companies may desire to make 
changes in their toll rates consistent 
with the toll rates herein prescribed. 
Provision should be made so that such 
changes may be included in the filing 
made pursuant to the order in this 
proceeding. 


Extension Stations—Residence 


Residence extension and P. B. X. 
stations are now provided at a month- 
ly rental of 75 cents in connection 
with flat rate service and 65 cents 
with message rate service. 

A reduction of 15 cents per month 
on all residence extension and P. B. X. 
stations to 60 cents per month for flat 
rate service and 50 cents per month 
for message rate service is proposed 
and would save some 125,000 sub- 
scribers about $260,000 per year. 


Season Service 


[11] The present minimum charge 
for season service is the schedule rate 
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for seven months. While it is alleged 
that this minimum charge can be fully 
justified on the basis of cost, it is pro- 
posed that the charge be reduced to 
five times the monthly rate in consid- 
eration of the general public opinion 
that the present season charge is ex- 
cessive. In proposing this reduction 
consideration also is given to the fact 
that most subscribers to season serv- 
ice are also subscribers to year-round 
service at some other point. 

A reduction of the season service 
charge from seven to five times the 
monthly charge will affect 12,000 sub- 
scribers and reduce the company’s 
revenue by about $75,000 per year. 


Semi-public Telephone Service 


[12] The rate for semi-public tele- 
phone service consists of two parts; 
first, the fixed monthly charge for the 
coin box equipment, which, in New 
York city, is $3, and second, the 
charge for messages at the public tele- 
phone rates with a daily guarantee in 
local message revenue which the sub- 
scriber makes up in case the collec- 
tions in the box for local calls do not 
equal the guaranty. This class of 
service is utilized by subscribers who 
have a need for coin box service at lo- 
cations which do not qualify for pub- 
lic telephones. In some cases the re- 
ceipts from such public telephones are 
quite heavy and the subscriber fre- 
quently feels that under those condi- 
tions he should not be required to pay 
the monthly rental for the coin box. 
In deference to this view it is proposed 
that the coin box rental be waived 
when the receipts equal or exceed $25 
per month. This proposal will bene- 
fit about 1,500 subscribers and reduce 
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their charges by about $35,000 per 
year. 


Added Charges on Tie Lines 


[13] ‘Tie lines are circuits between 
private branch exchange switchboards, 
either of the same subscriber or dif- 
ferent subscribers. The charge for 
tie lines consists of a mileage charge 
based on distance, plus a charge of $1 
for each tie line connecting switch- 
boards of the same subscriber and $2 
for each tie line connecting switch- 
boards of different subscribers. 

It is stated that while this differen- 
tial is sound from a rate standpoint, 
the reason for this distinction has 
been difficult for the public to recog- 
nize and has occasioned a number of 
complaints. It is proposed, therefore, 
to eliminate this differential by mak- 
ing the added charge of $1 per tie line 
in all cases. This proposed charge 
will affect about 4,000 subscribers and 
reduce the company’s annual revenue 


about $85,000. 


Two-party Residence Service in Zones 
1 and 2 Manhattan 


Throughout New York city except 
in zones 1 and 2, Manhattan, a 2- 
party message rate residence service 
is offered. There appears to be only 
a limited demand for this service 
especially in zones 1 and 2 and the de- 
velopment throughout the city is small. 

There are, however, doubtless some 
prospective customers in zones 1 and 
2 who would be benefited were a 2- 
party residence rate offered. It is, 
therefore, suggested that‘such service 
be offered at the prevailing rates for 
comparable service in the other cen- 
tral zones. Since the same rate is to 
be used, its introduction will not dis- 
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turb the general situation with respect 
to rate schedules in New York city. 

Only certain offices are now 
equipped with the necessary apparatus 
to provide such service. It is antici- 
pated that within nine months at an 
annual cost of $160,000 the service 
may be furnished. It is estimated that 
with this service available the gross 
revenues can be increased by $100,000 
which leaves a deficit of $60,000 an- 
nually. 

In view of the equipment situation, 
it is thought that the service cannot 
be offered before March 1, 1937. 
However, it is proposed that the nec- 
essary tariff filing be made at this 
time effective on that date. 


Miscellaneous Items 


Several modifications in rates and 
practices seem desirable in order to 
recognize changed conditions. The 
more important changes are as fol- 
lows: 

1. Extension of the following base 
rate areas to include certain develop- 
ment which is outside the present base 
rate area: [List omitted.] 

This involves either the elimination 
of exchange line mileage or the pro- 
vision of a better grade of service 
without increase in rate for all custom- 
ers in the extended areas as well as a 
reduction in the exchange line mileage 
charges for those customers in the ru- 
ral districts beyond the extension. 

2. Changes in boundaries between 
the following central office districts > 
[List omitted. ] 

This recognizes necessary modifica- 
tions in central office boundaries to 
take into consideration the present 
telephonic interests of the customers 
involved. It results in the substitu- 
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tion of exchange line mileage for for- 
eign exchange mileage or in the com- 
plete elimination of the foreign ex- 
change mileage charge to those af- 
fected. 

3. Change in exchange line mileage 
charges and locality rates in the fol- 
lowing districts: [List omitted. ] 

This is in addition to the reductions 
occasioned by the modifications listed 
under Items (1) and (2) above. It 
results in additional decreases to those 
affected. 

4. Extension of local service areas 
as follows: [List omitted. ] 

These extensions of the local service 
areas of very small exchange districts 
to include an adjacent district to which 
the small district is tributary are to 
be made without increase in rate. 


5. Jack and plug equipment: 
Outlet jacks are provided, now at 


an initial charge of $4 each, for use 
in connection with portable telephones. 
This initial charge is for the jack only. 
The amount of station wiring to reach 
the jack is the same as with an exten- 
sion telephone permanently connected 
to the line and the same service con- 
nection applies. However, in the 
mind of the subscriber a $4 charge for 
the jack is thought to cover every- 
thing but the provision of the tele- 
phone instrument itself, and objections 
have been made to service connection 
charges for the instrument. In con- 


sideration of this viewpoint, it is pro- 
posed that the installation charge for 
the jack be reduced to $2 and the serv- 
ice connection charge be associated 
with each jack and not with the in- 
strument. This will make for better 
understanding and the total charge in 
each case will be less than under the 
present arrangement. The total say- 
ing to subscribers will be in the neigh- 
borhood of $5,000 per year. 

6. Modification of miscellaneous 
rates and practices, as follows: 


Duplicate listings involving non-adjacent cen- 
tral office districts—reduction from $.50 
to $.25. 

Alternate call number listings in districts 
where flat rates only are quoted for resi- 
dence service—reduction from $.50 to $.25. 

One line night, Sunday, and holiday listings— 
no charge where customer is entitled to an 
additional free listing. 

Season service—no charge for additional mes- 
sages unless allowance for minimum pe- 
riod is exceeded. 

Season service—elimination of September 
from season period. 
Season service—remove 

Union Springs. 

Season service—remove season rates in 
Orchard Beach section of City Island 
(Zone 5—New York city). 

Installation charge—not to apply where ad- 
ditional single or double head receivers are 
installed. 

Moves—charge for move of stations not to 
exceed “in place” service connection charge 
where equipment in place at new location 
is reused. 

Moves—no charge for duplicate service for 
the first week except for local and toll mes- 
sages used. 

Extension bells, I. R. S. service—Allow free 
extension bells up to maximum of 4 or to 
the number of stations if less than 4. 

Reduction in residence additional trunks and 
auxiliary line rates—reduction of $.50 per 
month. 


season rates in 
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OREGON PUBLIC UTILITIES COMMISSIONER 


Re Columbia City Water Company 


[U-F-719, P. U. C. Or. Order No. 3265.] 


Commissions, § 17 — Jurisdiction — Statutory limitations. 


1. The Public Utilities Commissioner is a creature of statute and his juris- 
diction is limited strictly to such powers and duties as are specifically 
granted by the statute; and no presumptions may be indulged in to enlarge 
such jurisdiction, p. 462. 


Public utilities, § 34 — What constitute — Operation of leased plant under con- 
tract — Mutual company. 
2. A water company owning neither the plant nor equipment by which it 
furnishes water to its stockholders, but leasing such property and con- 
tracting with an individual to operate the plant free from any control by 
the corporation whatsoever, is not a public utility, for it has effectually 
contracted itself out of any semblance of such status, p. 462. 


Public utilities, § 58 — Mutual company — Leased plant. 
3. A corporation which contracts to lease a water system and restrict the 
use of such system to its stockholders and refrain from serving any other 
persons is not engaged in serving the public but it is merely serving itself, 
p. 462. 


Public utilities, § 27 — What constitutes — Test of status — Contract with single 
customer — Mutual company. 
4. The owner of a water plant and equipment, leasing such property to a 
corporation and under contract with such corporation furnishing service 
to its stockholders, cannot be said to be serving the public, but as agent 
of the water corporation he is employed by the corporation and as the 
lessor of the property he is its landlord, p. 463. 


Public utilities, § 34 — What constitutes — Lessor and operator of system — 
Furnishing of water not owned. 

5. The owner of a water system who leases such system to a corporation, 
and under contract with the corporation agrees to furnish the water ex- 
clusively to stockholders of the corporation, is not a public utility with 
respect to so-called lessees to whom he furnishes water in violation of his 
contract with the corporation, since he himself has no property to devote 
to the use of the public, and one cannot devote to the public service property 
which does not belong to him, p. 463. 


[May 6, 1936.] 


NVESTIGATION of rates, charges, rules, regulations, methods, 
practices, and service of a water company; proceeding 
dismissed. 
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McCotitocyu, Commissioner: W. 
P. Maclay owns certain natural 
springs of water, together with the 
water rights in connection therewith, 
located in section 28, township 5 
north, Range 1 west of W. M. in 
Columbia county, Oregon. 


In December, 1925, a corporation 
known as the Columbia City Water 
Company (hereinafter called the Wa- 
ter Company) was organized by filing 
Articles of Incorporation with the 
Corporation Commissioner of Oregon 
“for the purpose of supplying water 
to its stockholders, for their mutual 
benefit,” and for the purpose of own- 
ing, leasing, acquiring, using, renting, 
selling, disposing of, applying for, and 
making appropriations of water and 
water rights for the “mutual benefit 
of its stockholders.” At the time of 


hearing the corporation had forty- 
three stockholders residing in Colum- 


bia City. 
Prior to April 28, 1930, Mr. Maclay 
had improved his springs and laid out 
a gravity system of water mains from 
said springs to certain locations in Co- 
lumbia City. On said April 28, 1930, 
Maclay leased to the Water Company, 
“for the sole and exclusive use of its 
stockholders only, all of his said wa- 
ter system including the springs, pipe 
line and necessary appurtenances 
thereto, and water rights now or dur- 
ing the term of this lease acquired by 
the said party of the first part (Ma- 
clay) on the premises above set forth. 
” The lease contract provided 

that only the stockholders of the cor- 
poration should have the right to be 
furnished with water under the agree- 
ment; and that no other person, firm 
or corporation should be furnished or 
14 P.U.R.(N.S.) 


supplied with water, with the sole ex- 
ception that Maclay reserved the right 
to use, without cost to himself, such 
amount of water as might be neces- 
sary to supply his requirements for 
his own properties and premises with- 
in Columbia City. In the same instru- 
ment the corporation then designated 
Maclay to deliver and supply the water 
thus leased by it, through the system 
thus leased from Maclay, to the indi- 
vidual stockholders of the corporation, 
and agreed to pay to Maclay 90 per 
cent of all sums of money received 
from the water users or stockholders 
as rent for the springs and water sys- 
tem. Maclay, in the same instrument, 
was required to make the necessary 
physical connections for the Water 
Company to the individual users, ard 
the instrument then recites that “‘he is 
hereby employed to collect all water 
rentals for which latter named service 
he shall be paid by the company 5 per 
cent of all sums of money received by 
the company from the water users or 
stockholders thereof for water rents 
and charges.” The remaining 5 per 
cent of the water rentals was appar- 
ently designed to be used by the corpo- 
ration to cover such expenses as might 
be necessary in maintaining its status 
with the Corporation Commissioner, 
and making annual reports, buying 
stationery and other small incidental 
items. The testimony discloses that 
Maclay has performed these functions 
for the corporation, and in considera- 
tion thereof has absorbed the remain- 
ing 5 per cent of the rentals thus col- 
lected. 

This lease agreement provided by 
its own terms that it was to expire one 
year after date, but the testimony dis- 
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closes that it has been continued in 
force by mutual consent from year to 
year without modification or altera- 
tion, and that the corporation and Ma- 
clay have strictly abided by the terms 
thereof up to and including the date 
of the hearing except as hereinafter 
particularly stated. 

On August 29, 1934, Mr. Maclay 
entered into an agreement individually 
and in his own name with twenty-two 
residents of Columbia City who were 
not stockholders of the Water Com- 
pany, and who are hereinafter called 
the “lessees.” This agreement was in 
writing, and by its terms Maclay 
agreed to furnish to said twenty-two 
lessees, for a period of ninety days, 
water for household, domestic pur- 
poses from the springs and water 
rights described in the lease to the wa- 
ter company and undertook to make 
such delivery despite the fact that the 


system was already exclusively leased 
tothe Water Company. The complain- 
ant herein, S. J. Eulrich, was one of 


the lessees named therein. On De- 
cember 31, 1934, this agreement was 
renewed in writing for a term of one 
year. Under the agreement with the 
lessees Maclay agreed to charge the 
identical rates charged to the stock- 
holders of the water company with one 
exception :—It appears that the resi- 
dences of some of the lessees stood on 
higher ground, which required the in- 
stallation of a pump in order to 
achieve sufficient pressure to serve 
such residences. The rates charged to 
the lessees included an extra small 
monthly charge to such users as resid- 
ed at places requiring the use of the 
pump, and which would not ordinarily 
be capable of being served by the grav- 
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ity system. It seems that Mr. Maclay 
indiscriminately mixed the two opera- 
tions in which he has engaged and that 
the stockholders of the Water Com- 
pany, as well as the lessees, made re- 
mittances and wrote checks for their 
monthly payments to Columbia City 
Water Company or to W. P. Maclay. 
In any event, so far as any bookkeep- 
ing or accounting by Mr. Maclay was 
concerned, all money looked alike to 
him from whatsoever source it might 
have been received. Sums from the 
two sources were indiscriminately 
mixed with his personal accounts, and 
no separate bookkeeping or account- 
ing for the two business ventures were 
kept. 

Neither Columbia City Water Com- 
pany nor Mr. Maclay have ever sub- 
mitted themselves voluntarily to the 
jurisdiction of the Public Utilities 
Commissioner of Oregon. 

S. J. Eulrich, the complainant here- 
in, apparently believed that he was be- 
ing served by the Water Company, 
and this proceeding arose on informal 
complaints from Mr. Eulrich, against 
the rates and practices of Columbia 
City Water Company. An investiga- 
tion on the Commissioner’s own mo- 
tion was instigated whereupon Mr. 
Maclay immediately notified all lessees 
that he would refuse to furnish fur- 
ther service after December 31, 1935. 
An interlocutory order of the Com- 
missioner was issued against him 
pending hearing, and Mr. Maclay has 
continued to serve the lessees until the 
present time. 

Hearing was held before the Com- 
missioner’s examiner at the Columbia 
county court house at St. Helens on 
January 21, 1936. Appearances were 
14 P.U.R.(N.S.) 
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as follows: For Columbia City Water 
Company, George G. Van Natta, At- 
torney at Law, St. Helens; for W. P. 
Maclay, W. W. Dillard, Attorney at 
Law; S. J. Eulrich, R. E. McLennon, 
for themselves individually ; and A. L. 
Morris, for Columbia City Water 
Company. 

Testimony was taken and the mat- 
ter was thereafter fully submitted and 
is now before the Commissioner for 
review of a report and proposed order 
wherein Examiner T. O. Russell pro- 
poses and recommends that the Com- 
missioner find that both Columbia 
City Water Company and W. P. 
Maclay are “public utilities” as defined 
in § 61-261, Oregon Code, 1930; that 
the rates now enjoyed by the stock- 
holders of the water company are just 
and fair; that the rates prescribing an 
additional pumping charge for use by 
certain of the lessees are unjust, un- 
fair, and unlawfully discriminatory ; 
that such unjust, unlawful, and dis- 
criminatory rates be adjusted and new 
rate schedules filed by W. P. Maclay 
eliminating such unlawful discrimina- 
tions. 

Since both W. P. Maclay and the 
Water Company deny that they are 
public utilities, and have refused to 
submit voluntarily to the Commission- 
er’s jurisdiction, it must first be deter- 
mined whether or not they or either of 
them are such public utilities. 

The examiner’s report and recom- 
mendation calls attention to the fol- 
lowing facts: That the lease agree- 
ment between Mr. Maclay and the 
Water Company, upon its face, was 
not an “arm’s length” agreement; it 
is signed by W. P. Maclay, as party 
of the first part, and by W. P. Maclay 
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and his daughter, as secretary and 
president of the Columbia City Wa- 
ter Company, as parties of the second 
part. The examiner comments that 
this is in every particular an unusual 
document by which Maclay leases his 
property to the Water Company and 
then as agent of the Water Company 
proceeds to dispose of the water thus 
leased and pockets all of the gross re- 
ceipts. The examiner further calls at- 
tention to the fact that if the lessees 
are deprived of service from Mr. 
Maclay that the results will be dis- 
astrous to them inasmuch as no other 
easily available means for securing 
domestic water supply is at hand. 
These considerations apparently 
weighed most heavily in bringing the 
examiner to the recommendations 
which he has made. 

[1] The Public Utilities Commis- 
sioner is a creature of statute and his 
jurisdiction is limited strictly to such 
powers and duties as are specifically 
granted by the statute. No presump- 
tions may be indulged in to enlarge the 
jurisdiction of the Commissioner, and 
unless the statute specifically grants 
jurisdiction in a particular case and 
under a particular state of facts, it is 
unlawful for the Commissioner to at- 
tempt to assert such jurisdiction. 

[2, 3] In so far as the furnishing of 
water is concerned, § 61-201, Oregon 
Code, which defines a “public utility” 
reads as follows :— 


“The term ‘public utility,’ as used 
herein, shall mean and embrace all cor- 
porations, companies, individuals, as- 
sociations of individuals that 
now . own, operate, manage, or 
control any plant or equipment / 
in this state . for the produc- 
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RE COLUMBIA CITY WATER CO. 


tion, transmission, delivery, or fur- 
nishing of water 
whether directly or indirectly to or for 
the public. Pi 

The Water Company does not 
“own” the plant or equipment by 
which it is furnishing the water to 
its stockholdets, it does not “oper- 
ate” the plant or equipment for, un- 
der the terms of the existing contract 
with Maclay, the corporation leases 
the plant and equipment from Maclay, 
but in the same instrument designates 
Maclay as the operator thereof free 
from any “control” by the corporation 
whatsoever. Clearly the Water Com- 
pany is not a public utility, for it has 
effectually contracted itself out of any 
semblance of such status. Upon its 


face the contract in question was en- 
tered into by virtue of a resolution of 
the board of directors of the corpora- 
tion. It has been in existence for over 
five years, and so far as the record in 


this proceeding is concerned, the 
stockholders have had no complaint to 
make about the agreement. On the 
other hand, all the effort of the rep- 
resentation of the water company at 
the hearing was directed toward sus- 
taining the contract in question. The 
law gives ample opportunity and am- 
ple means for corporate stockholders 
and corporations to protect themselves 
from unwise contracts. The Public 
Utilities Commissioner represents the 
great unorganized mass of individuals 
who have no effective legal entity to 
represent and protect them in con- 
tracts of this nature. Where a cor- 
poration contracts to lease a water sys- 
tem and restricts the use of such sys- 
tem to its stockholders, and refrains 
from serving any other persons, it is 
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not engaged in serving the public—it 
is merely serving itself. 

I therefore find that Columbia City 
Water Company is not a public utility. 

[4] When W. P. Maclay leased his 
facilities to the Water Company did 
he thereby enter into the business of 
furnishing water “to or for the pub- 
lic?’ By the very terms of the lease 
he devoted all of his facilities to the 
demands of one particular customer ; 
namely, the Columbia City Water 
Company. When one devotes his 
property to the service of one custom- 
er under a particular contract, he can- 
not be said to be serving “the public.” 
It is true that there are forty-three 
stockholders being served, but the 
lease contract from which we must 
test the status of Mr. Maclay is be- 
tween himself, on the one hand, and 
the single legal entity—the corpora- 
tion, on the other hand. It is true that 
the corporation, in the same instru- 
ment, appoints Maclay as its agent to 
distribute the water to its stockhold- 
ers, and fixes the compensation, but 
the Maclay who distributes the water 
to the stockholders is not the same 
Maclay who leased the water system 
to the corporation—in one case he is 
“employed” by the corporation, and in 
the other he is its landlord. 

I therefore find that in so far as the 
transaction between Maclay and the 
Water Company is concerned that 
Maclay was not a “public utility.” 

[5] Mr. Maclay decided in 1934 to 
take on some more customers in his 
individual capacity, and proceeded to 
deal with Mr. Eulrich and others by 
contract. By so doing he contracted 
to sell something already belonging 
exclusively to the Water Company. 
14 P.U.R.(N.S.) 
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He had already entered into a solemn 
covenant to devote his water supply to 
the Water Company. Everyone at the 
hearing agreed, including his own 
counsel, that he thereby violated his 
contract with the Water Company. 
These users, the lessees, now ask the 
Commissioner to find that Mr. Mac- 
lay, by furnishing them with water 
belonging to someone else, devoted his 
property to the use of the public. The 
answer is obvious—it was not his 
property to sell, he had already sold it 
to the Columbia City Water Company. 
If it were to be found and determined 
that Maclay was a public utility, and 
an order were entered herein requiring 
Mr. Maclay to continue to serve the 
lessees with water as a public utility, 
such order would stand upon extreme- 
ly frail foundation. One cannot de- 
vote to the public service property 
which does not belong to him. For 
this Commission to order him to con- 


tinue to do so would be compounding 
the wrong already done by Maclay to 
the Water Company. The income de- 
rived from the lessees apparently be- 


longs to the Water Company—not to 
Maclay. If the Water Company de- 
sires to devote a portion of its surplus 
to the use of the lessees, certainly ar- 
rangements to that end can be made 
and the staff of this Commission, up- 
on request of the interested parties, 
will gladly cooperate to that end. 

We must likewise not forget that in 
so far as W. P. Maclay is concerned 
the question of the jurisdiction of the 
Commission over him in this proceed- 
ing is extremely doubtful. This pro- 
ceeding was started as an investiga- 
tion of the rates, practices, and 
charges of Columbia City Water Com- 
pany, and Columbia City Water Com- 
pany is the respondent herein—not 
W. P. Maclay. 

I therefore find and determine that 
W. P. Maclay, in so far as his deal- 
ings and transactions with the lessees 
are concerned, is not a “public utility.” 

This proceeding will be dismissed 
and closed on the docket of the Com- 
missioner. 

And it is so ordered, 





14 P.U.R.(N.S.) 
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INSIDE INSPECTION 
[S POSTTIVE 


This is 
the inside 
surface of 
ELECTRUNITE a 
Boiler Tubes 





Don’t you wish that you could crawl through every boiler tube you use...that you, 

personally, could check every inch of the inside surface for defects, for scabs, slivers 
and rolled-in scale? 

Well, you can’t crawl through a boiler tube... and even if you could, it would be 

a waste of time with ELECTRUNITE Boiler Tubes. 

Look at the photographs above. Those two men are YOUR inspectors. As the flat- 

rolled steel—which has been pickled free from scale and thoroughly inspected 

on both sides at the mill— passes through the cold forming rolls, every square 

inch of the inside surface must pass their eyes. And they can see the steel 

up to the time it becomes a formed tube ready for electric resistance weld- 

ing. No defect of the inside surface gets by these watchmen of quality. 

Cold forming, electric resistance welding, bright annealing, thorough 

inspection ...all combine to produce uniform, dependable, safe tubes 

that cut installation costs and add years of life to any boiler. 

If you want to eliminate boiler tube troubles, use 

ELECTRUNITE. Write for complete information. 


CORPORATION 


Steel and [ubes Zzc. 


WORLD'S LARGEST PRODUCER OF ELECTRICALLY WELDED TUBING 


OILER TUBES > . CLEVELAND... OHIO 


When writing Republic Steel Corporation (or Steel and Tubes, Inc.) for further information, please address Department PF. 
This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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@ The first A. C. S. R. line to operate at 220,000 volts 

built in the west 23 years ago. The same sound engineeri 
considerations behind that historic project give A. C. S. 
the overwhelming preference in 1936. Aluminum Compa 


of America, 2134 Gulf Building, Pittsburgh, Pennsylvan 


ALCOA:-ALUMINU-: 


ALCOA 
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Protection and Savings For Any Size Plant With the 
| KISCO RETURN-TO-BOILER SYSTEM 
| Automatically Handles Condensation and Make-Up Water 


THE KISCO “JR” 
Return-to-Boiler System 


This model was designed espe- 
cially for the smaller boiler users, 
the majority of whom are oper- 
ating under a handicap. 


The Kisco “Jr” Model will handle 
both High and Low Pressure Con- 
densation from equipment on the 
same floor level and also Auto- 
matically take care of the new 
make-up water regularly. This nat- 
urally assures the operator of the 
highest efficiency from the boiler 
and likewise protection against 
low water conditions. 





The entire system is controlled b 

the water in the boiler, throug 

the Kisco “Balanced Lever’ Com- 
bination Switch Control, which 
also provides added protection 
through the Low Water Alarm 
Signal. 


We Also Build Models 


For Boilers Up To 1000 
H.P.—150 Ib. Pressure 


The Kisco Return-to-Boiler System is the only individual system which will perform the 
most important duties in a boiler room; namely, reclaim the condensation from equip- 
ment throughout the plant, automatically add the necessary make-up water in small 
quantities, when required, and provide a constant and uniform water level and steam 
space. It is the Pioneer and Recognized Leader in the field and attained its position 
only through its High Quality Construction and Guaranteed Performance. 


INVESTIGATE BEFORE YOU INVEST in any other assembly. 
Write for our Catalog Folder P.U. 9-2. 


KISCO BOILER & 


4333-35 DUNCAN AVE. 


| ST. LOUIS, MO. 


DESIGNERS AND MANUFACTURERS OF BOILER ROOM EQUIPMENT 
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Designed 


for Electric Ranges 


Triple Thick...Saves Fuel and Food 


A beautifully matched set—serves all cooking needs. Prepares food 


the healthful, waterless way—without waste of fuel or food. 


Wide, 


flat bottoms and straight sides result in high thermal efficiency. 


Years Ahead in Features 

. Flavo-Seal covers—retain flavor and 
food value. 

. Heat-resisting bakelite cover knobs. 

. Triple thick aluminum — heats quickly 
and thoroughly. 

. Dutch oven has trivet. 

. Flat bottoms—snugly fit heating unit. 

. Rounded corners are easy to clean. 

. Rectangular bakelite handles will not 
turn or loosen—remain cool. 


| 





For Electric Range Promotion 
This set is the ideal accessory to the 
electric range. Convenience and economy 
features create satisfied consumers. Set 
consists of a 5 quart Dutch Oven, 2, 3 and 
4 quart Sauce Pans, and a 10 inch Cov- 
ered Skillet. 


Write for Details ! 
Bulletins and prices with suggested 
plans for promoting electric range sa'es 
will be sent on request! 


WEST BEND ALUMINUM COMPANY 


West Bend, Wisconsin 


Dept. 66 
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efore You Buy Power Transformers 


sk these Questions... 


Does the transformer have the features 
which provide the MAXIMUM in service 
—economy—safety? 


Are the radiators fabricated of 13-gauge 
steel? 


Are the radiators tested at the factory at 
100 pounds pressure? 


Are the radiators built as an integral 
art of the tank, permanently welded in 
position, thus eliminating valves, flanges, 
gaskets and bolted connections? 


Does each radiator consist of a single 
row of tubes which can be sand-blasted, 
cleaned, and painted (by brush or spray) 
in factory or field? 


Are the tubes of the radiators uniformly 
shaped throughout their length, thus pro- 
moting more efficient oil-circulation? 


Do the tap-changers have sliding, self- 
cleaning pressure contacts? 


Are the tap-changers operated by rack 
and gear, which eliminate back-lash and 
assure positive contact at all times? 


Are the coils circular and so balanced 
that there is no tendency for radial or 
axial distortion under short circuit? 


Do the coils have a low temperature gra- 
dient between copper and oil,—a feature 
which determines the quality of perform- 
ance? 


Pennsylvania Answers “Yes” 


Pennsylvania Transformers, incorporating these fundamental im- 
provements, provide the maximum in service, economy and safety! 


sinsylvania Transformer Company 


i Island Avenue 


PITTSBURGH, PA. 
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GARRISON 


The Modern DRY Method of 
FIRE Extinguishment 


BULLETIN NO. 4 for the information of PUBLIC UTILITY EXECUTIVES 


GARRISON WHEELED ENGINE NO. 100 


Weight 350 lbs. Width 29 in. Height 51 in. 
Capacity of Compound Tank, 100 lbs. Pres- 
sure cylinder capacity 100 cu. ft. Equipped 
with easy-reading gauges, automatic shut-off 
control nozzle, and 50 ft. of 4% inch hose. 


A bad fire—250 gallons of oil and 20 gallons of gasoline, 
in a pit 20x 10 ft., 12 in. deep, burning 3 minutes—was 
extinguished by GARRISON wheeled engine No. 100 in 
27 SECONDS! Try to match that with any size of any 
ordinary fire-extinguisher! 


No. 100, because of its size and low wheels, is best suit- 
ed for indoor use, or comparatively smooth outdoor sur- 
faces. It will pass through standard door openings. 
The capacity of the pressure cylinder is more than suf- 
ficient to completely empty the compound tank. Pres- 
sure remaining after use is registered on a pressure 
gauge. An automatic reducing valve regulates the 
pressure admitted to the compound tank when in op- 
eration, so that a uniform STEADY EFFECTIVE 
STREAM is always secured. The operator is protected 
by the cool barrier of GARRISON DRY compound, in 
the form of a cloud, and by the expanding fire-extin- 
guishing gas under pressure, which blows away the 
flames and permits close approach to the fire. The more 
intense the fire, the greater is the extinguishing action 
of GARRISON DRY compound. 


GARRISON wheeled engine No. 100 W is the same as 
No. 100, but is equipped with 36 inch wheels with 24 
inch face. GARRISON 
REMEMBER—GARRISON DRY compound is a non- 

conductor of electricity—never deteriorates—and harms 

nothing but fire. 











Sole Exclusive Manufacturing and Sales Licensee under all Du Gas 

Company patents—U. S. Patents 1,793,420, 1,839,658, 1,866,981, and 

others issued, and patents applied for—and foreign patents both 

issued and pending—as well as under Garrison “patent applica- 
tions pending.” 


GARRISON ENGINEERING CORPORATION 


Factories and Executive Offices 


GREAT BARRINGTON, MASSACHUSETTS 
OFFICES AND DISTRIBUTORS IN PRINCIPAL CITIES 
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International with 2-speed rear axle. 


These trucks bring new 


performance and economy to jobs like yours. 


MOWER when you need it 
—SPEED when you want it - 
the INTERNATIONAL 2- Speed Axle 


HE 2-speed rear axle trucks available 
in the International line now make it 
ossible for truck users to obtain both high- 
bed and low-speed performance in one 
it. A simple movement of the shifting 
ver changes the axle ratios instantly and 
lently without stopping the truck. The 
bw-gear ratio provides power for hauling 
avy loads through tough going and up 
eep hills, while the high-gear ratio allows 
igh speeds on level roads or with light 
pads. 


The extreme flexibility of these dual-range, 
full-floating rear axles enables the Internat- 
ional 2-speed axle trucks to do more work 
at lower cost. 

When you see these 2-speed rear-axle 
Internationals in action in a tough spot, you 
will get a good idea of what they can do 
for you. Ask the nearest Company-owned 
branch, or International dealer, for a demon- 
stration. There is a full range of other trucks 
in the International line, from the Half-Ton 
unit to the powerful Six- Wheelers. 


INTERNATIONAL HARVESTER COMPANY 


(Incorporated) 


606 So. Michigan Ave. 


Chicago, Illinois 


INTERNATIONAL TRUCKS 
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wish they’c 
buy more o 
these Emco 
Nordstroms 


The perfe 
replaceme 
valves for 3 
services. 





FOR REPLACEMENT SERVICE 


Emco-Nordstroms are a Nordstrom product, embody- 
ing the patented “Sealdport” lubrication. Face-to-face i | ' ’ 
dimensions are identical to gate valves, making unnec- ‘ % 
essary any change in pipe or fittings when replacing 5 
old valves. 

Emco-Nordstrom Valves and Nordstrom Standard 
Valves are available in many types of alloys. Corro- 
sion and erosion-resistant. Always easy to turn. Non- 
sticking. Ask for bulletins. 


MERCO NORDSTROM VALVE COMPANY 


a subsidiary of 


PITTSBURGH EQUITABLE METER COMPANY 

Main Offices: Pittsburgh, Penna. Branch Offices: New York City, Buffalo, 

Philadelphia, Columbia, Memphis, Atlanta, Chicago, Kansas City, Tulsa, 
Houston, Los Angeles and Oakland. 


NogosTROM == 
—Lbhricated_ VALVE 
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HOOSIER ENGINEERING COMPANY 


ERECTORS OF TRANSMISSION LINES 
(CHICAGO 46 SO. 5th ST., COLUMBUS, OHIO NEW YORK 
Canadian Hoosier Engineering Company, Ltd., Montreal 
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Point out to your customers the sure wa 


to MODERN GAS COOKER 


American Gas Association national advertising now tells your customers abd 
MODERN GAS COOKERY ... this dial helps you sell it! 

Have salesmen point to the dial—have them point out that Robertshaw oven-he 
control is the big feature that makes cookery modern. 

Accurate control of temperature — perfect control over meat shrinkage — freedq 
to leave the kitchen — these are the time-saving, work-saving features that womi 
will understand as modern. These are the features that Robertshaw provides. 

Sell Robertshaw-equipped ranges. Be sure the dial is marked 
Robertshaw. Over 16 years of advertising have made that name GS 
stand for modern cookery. This year it’s the name that helps you eo e. 


sell modern cookery. 
ROBERTSHAW THERMOSTAT COMPANY, YOUNGWOOD, PENNA. as 
OVER 2,600,000 IN USE 


ROBERTSHAW 


OVEN -HEAT- CONTROL 
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luring the last few years 
ere has been a decided 


7 
swi to RILEY 
STEAM GENERATING UNITS 


A Few of the Companies who have recently installed 


Riley Boilers 
Lynn Gas & Electric Co. . . .205,000 lbs. /hr.—430 Ibs.—810°F. 


Stone & Webster Engi ing Corp., Engi 8 
W. Va. Pulp & Paper Co., Covington ... 375,000 lbs. /hr.—600 Ibs.—750° F. 
Titanium Pigment Co. . . . 125,000 Ibs. /hr.—448 lbs.—637° F. 


Ford, Bacon & Davis, Engineers 


Large Eastern Oil Refinery . . . 300,000 lbs./hr.—646 lbs.—740° F. 
Standard Oil of California . . . 125,000 Ibs. /hr.—850 lbs.—760° F. 
i p., Engi ry 


Stone & Webster Engi ing Cor, 


Pennsylvania Sugar Refining Co. . . . 350,000 lbs./hr.—400 lbs.—505° F. 
Carbide & Carbon Chemicals Corp. . . . 80,000 lbs./hr.—600 Ibs.—650° F. 
W. Va. Pulp & Paper Co., Luke . . . 375,000 lbs. /hr.—631 lbs.—700° F. 
Savannah Sugar Refining Co. . . . 100,000 lbs./hr.—325 Ibs.—620° F. 
Kalamazoo Vegetable Parchment . . . 150,000 lbs./hr.—275 Ibs.—650° F. 


Prof. C. F. Hirschfeld, Consulting Engineer 


Forstmann Woolen Co. . . . 80,000 Ibs./hr.—450 lbs.—612° F. 
General Aniline Co. . . . 65,000 lbs. /hr.—450 Ibs.—670° F. 








he swing of plant after plant to Riley Steam Generating Units during the past few years 
s undeniably established Riley as one of the leaders of the boiler industry. 


sure to consult Riley when steam generating or fuel burning equipment is being considered. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 
LOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT 
CINCINNATI ST. PAUL sT. LouIs ATLANTA KANSAS CITY CHICAGO LOS ANGELES 
COMPLETE STEAM GENERATING UNITS 
ILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 
ILVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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Use the Hays Coppe 
Method to Hook up Mec 


ern Appliances Efficient 


|: benny cal appliances deserve a good apres 
ing installation job. It pays in dollars an 
cents also to use the Modern Hays Copper Metiic 
We invite your investigation of its good appes 
ance, great strength, long life and economy. 


Use Hays Double Seals to hook up appliances; f@ % 
water or gas service lines and for miscellaneo 
repair or replacement work. In fact, wherev 
copper tubing is used, you will find Double Sea 

in demand. Start your investigation today. 





DOUBLE SEALS BEAR SEND FOR \al \ A copy 
THE KEYSTONE MARK ee 


to show approv- HAYS MF6. C0. ‘ete | ERIE, PENNA. 


al by Under- 


wites Labo ARTY Ct eae 10 


tories 














CONCENTRATE ON IT! ... THE MORE-THAN-MODERN 


ESTATE ELECTRIC RANGE 
—— 


© OTHER ELECTRIC 
N RANGE CAN GIVE 
YOUR CUSTOMERS sO 
MANY PRACTICAL COOK- 
ING FEATURES — NO 
OTHER RANGE CAN 
GIVE YOU SO MANY 
SALES-CLINCHING AD- 
VANTAGES. THE SUPER- 
SMART 1936 ESTATE! 


THE ESTATE STOVE COMPANY 
Hamilton, Ohio 
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ALMERIA OG gy 


Throw Your ‘koitce 
to th AUDITOR 


Here is atrick . . . and it is not ventriloquism . . . that busy executives 
are doing dozens of times every day and it saves time, money and nerves. 


You merely flick a key and talk. Instantly your voice, broadcast through the 
super-sensitive microphone or whispered in privacy through the special hand set, 
is heard in the Auditor’s Dept., Engineering Dept., Operating Dept.—in any 
part of the organization selected by your forefinger. 


Telematic is the name of this ingenious instant system of intracommunication. 
It has no connection with your regular telephone switchboard. Hence it 
does not stop outside calls or clog inside lines. Telematic provides instant 
contact between departments for any information required during telephone 
conversations. 


Numbering among the thousands of TELEMATIC users are New York 
Edison Co., Kansas City Power & Light, Public Service of N. J., 
Columbus Street Railway Power & Light, and many others. The coupon below 
makes it easy for you to secure the names of users in your locality so that 
you can check their experience and satisfaction with Telematic. 


Or, if you prefer, check the coupon to indicate that you would like a Hearing- 
Is-Believing demonstration right in your office. No obligation, of course. 


_TELEMATIC 


DICTOGRAPH PRODUCTS CO. Inc. 


580 FIFTH AVE. NEW YORK CITY 


DICTOGRAPH PRODUCTS CO. Dept. PU-1 
580 FIFTH AVE., NEW YORK, N. Y. 


| (Please Check Service Desired) 
[ ] Local Telematic Users 

| { ] Hearing-Is-Believing Demonstration 
| Name 
Bus. Org. 
| Address 








Branches in all Principal Cities 
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Coleclic 
RANGES 


®@ Exclusive Time-a-ture com- 
bines automatic time and tem- 
perature control. Two appli- 
ance outlets.. warming drawer 
unit. Lustrous porcelain enamel 
finish . . sparkling chrome trim. 
Wire or write for complete 
facts. 


A. J. LINDEMANN & 
HOVERSON CO. 
Milwaukee, Wisconsin 
New York Chicago San Francisco 






































Reserved for a 


MSA Advertiser 
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SEND FOR 
THIS FREE 





BOOKLET 


WO paints may look alike in the can and some- 

times even on the surface to which they are 
applied, yet they may be constituted of widely 
differing ingredients and intended for as widely 
different uses. 


Lead is of great value in some paints yet in others 
it is a detriment. Similarly linseed oil is indispen- 
sable in some paints while in others china wood oil 
is far superior. 


Paints must be selected according to the service 
they are expected to render, the conditions of their 
use and abuse and the surfaces to which they are to 
be applied. 


More than thirty years of experience has taught 
us the right combination of pigments and liquids 
for custom built paints, each one designed for its 
particular field. 


In the booklet offered above we describe main- 
tenance paint products specially designed for and 
used by more than five hundred public utilities. 
Send for a copy. It may be the means of solving 
many troublesome painting problems. 


ONE 
OF 


71 


CUSTOM MADE 
PRODUCTS 


ROOFKOTER 


A heavy black semi- 
liquid cement, asbes- 
tos reinforced. De- 
signed to renew old 
roofs of all kinds. 
Spreads right over 
old roof forming 
seamless rubber-like 
surface. Send for 
illustrated booklet. 











he Tropical Paint & Oil Company 


B100-1300 W. 7Oth Street 


8 > Mag a s = 


Cleveland, Ohio 
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L. T. P.— 103 
Temperature 
and 
Pressure 
Rel.ef Valve 


RATURE 


WITHIN 


SAFE 


FOR SAFE 
OPERATION 
OF DOMESTIC 
WATER HEATERS 


Every now and then, some 
domestic water heater “lets 
go”—to the ruin of itself and 
the damage of surrounding 
property. And someone won- 
ders what happened to the 
pressure relief system . . 

little realizing that pressure 
relief alone is not sufficient; 
that the temperature of the water 
must be held within safe limits. 


KITSON has long recognized 
this principle of temperature 
limitation . . . proved it 
by exhaustive investigation in 
laboratory and field. Accord- 
ingly, all KITSON Safety 
Devices (made under Lovekin 
patents) are designed to limit 
the temperature. KITSON 
devices give positive Emergency 
Relief! 


Write for literature based on 
our study of this subject. 
There is no obligation. 


KITSON COMPANY 


2409-15 Westmoreland St. Philadelphia,Pa. 


Kitson Safety Devices 
(Lovekin Patents) for 
Domestic Water Heaters 


Quality Brass Goods 
for Gas, Water 
and All Plumbing Uses 

ESTABLISHED /897 











DAVEY LINE CLEARING SERVICE 


Good Weather for Line Clearing 


HERE WE ARE getting into the season of snappy 
nights and brisk, crisp days. And it’s good weathe 
for something more than football. 


Watch the Davey line clearing crews breeze 
through the trees. Fall weather looks good to them, 
too. Autumn days are full of pep. It’s a joy to be 
alive and to pour out the work. During the cool fa! 
months is a fine time to get things done. It’s a good 
time for getting rid of your tree interference prob- 
lems. It’s a good time to get a maximum amount of 
work for each dollar you spend. It’s as good a time 
as any to try Davey line clearing service. 


Any service is just about as good or as bad as the 
men who supply it. Davey men will look good to you 
—they’re hand-picked, sturdy, alert, intelligent. And 
that has a good deal to do with the way they handle 
their work. 


THE DAVEY TREE EXPERT CO., Kent, Ohio 


DAVEY TREE SURGEONS 

















STOPPERS 


All Types 
PIPE LINE SUPPLIES 


Goodman Stoppers 
Gardner-Goodman Stoppers 
Goodman-Peden Stoppers 
Goodman Cylindrical Stoppers 
Bags—Rubber, Canvas Covered 
Plugs, Service & Expansion 
Pumps 
Masks 
Brushes 
Tape—Soap & Binding 


Catalogue mailed on request. 
SAFETY GAS MAIN STOPPER C9 


523 Atlantic Avenue 
Brooklyn, New York 
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@ The Skip Hoist needs no introduction, 
as its simplicity of construction and 
economy of installation and upkeep 
have been known to industry for many 
years — our first machine having been 
installed 30 years ago. 

Throughout these years it is but natural 
that we should have acquired a wealth 
of experience in applying skip hoists to 
a great variety of purposes and individ- 
ual conditions, and it is this experience 
that is always at your disposal. 

The design of the various elements of 
the Link-Belt Skip, has been carried to 
the highest point of standardization in 
order to assure reliable operation, and 
Link-Belt engineers adapt these stand- 
ardized units in the best way to meet 
the individual needs of each installation. 
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Link-Belt equipment for the power plant 
includes, in addition to Skip Hoists, the 
Peck Overlapping Pivoted Bucket Car- 
rier— Belt Conveyors—Flight Conveyors 
—Gravity Discharge Conveyors — Port- 
able Belt Conveyors — Rotary Railroad 
Car Dumpers—Locomotive and Crawler 
Cranes—Bucket Elevators—Bucket 
Loaders—The Power Hoe (Drag 
Scraper) —Weigh Larries—Crushers— 
Feeders—Water Intake Screens— 
Suspension Bunkers and Accessories. 
Address Link-Belt Company, Chicago, 
Philadelphia, Indianapolis, Atlanta, San 
E Francisco, Toronto, or any of our offices, 


me 


eon clas located in principal cities. 


LINK-BELT 


OAL AND ASHES HANDLING EQUIPMENT 
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CONDENSING 
EQUIPMENTS 


Thousands of C. H. Wheeler installa- 
tions testify to the value of conden- 
ser specialization. 


Turbine Efficiency depends directly 
on Condenser Efficiency. 


In all cases we build the machines to 
fit the particular conditions of the 
plants in which they go. 


C. H. WHEELER MFG. CO. 
19th St., Lehigh & Sedgley Aves., 
Philadelphia, Pa. 


C. H. WHEELER OF PHILADELPHIA 
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To give you far more de- 
pendable service than you 
ever had before—the No, 

USALITE Industrial 


Flasp acet 
UNIT CELE | 


Bureau of Standards specifications ¢ call for 400 min- 
utes te a 0.9 volt cut-off. No. 1095 will give over 
80% its service above the 1 c cut-o: 
than double the specifications of U. 8. B. 0. 
"25 years of heouing, how’”’ is back of the de 
ability of USALITE Products, laboratory tes 
inspected. Expert supervision assure longer life 
and uniform quality. 1095 USALITE has captured 
the demand of Railroads, Chemical, Powder, Oil 
and Gas Companies, Utilities and Coal mines every- 
where, 

We'll be glad to send you FREE samples of 1095 
cell for inspection and trial tests. Write today! 


UNITED STATES ELECTRIC MFG. CORP. 


222 West 14th St. New York 
CHICAGO— 323 West Polk St. 


s—more 
. 8. 











. 
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VULCAN SOOT BLOWER CORPORATION 


C Pennsylvania 
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—the No. ma} Reh Rh ASD No weak spots for 
Industrial i SA an i corrosion to attack— 
_ Boe , The Bethanized Wire 
Ho — ; : ‘ can be wrapped 
off ,—more ’ around its own diam- 
oO. 8. eter without breaking 
e ha ~_ or flaking its corro- 
nase life sion-defying zine 
ae coating. 
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nes every- 
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CORP. 


hese fences Stand Up 
pars longer because they can 


Here are the quick facts. Unlike corrosion can creep in. Because Beth- 


ON 
nia 


nent ) 


other chain link wire, the zinc coating 
on Bethanized Wire is chemically pure 
—free from any vulnerable iron con- 
tent. It is smooth and uniform—free 
from rough or thin spots. And it is 
extremely ductile—not hard, brittle 
and flaky. Twist the wire, bend it 
double, wrap it around itself—you just 
can’t break the zinc coating and ex- 
pose the steel core to corrosion. 


Think what that means. An Anchor 
Fence of Bethanized Wire is a fence 
with no flaws in its pure zinc armor 
—no cracks or crevices through which 


anized Wire can “stand the wrap,” 
these Anchor Fences stand up for 
many years beyond the lifetime of 
any other chain link fence—even in 
industrial atmospheres that are heavy 
with soot, salt, sulphur and other cor- 
roding agents. And now there’s no 
premium—no extra cost—for Betha- 
nized Wire. 


Send for the free book of facts about 
these better looking, longer lasting 
Anchor Fences—and about Anchor’s 
nationwide sales and erecting service. 
Write today—to the address below. 


ANCHOR ‘fences 


°° AETHANHEZ WIRE 


HOR POST FENCE COMPANY, 6630 EASTERN AVENUE, BALTIMORE, MARYLAND 
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GUARANTEED 
UNSINKABLE 


e Instantaneous Action 


e Absolute Dependability 


Reliance Boiler Alarms Have These 
Two Essentials of Safety in 
THE RELIANCE MONEL FLOAT 


We guarantee Reliance Monel Floats 
against failure under the pressures for which 
sold—a plain guarantee that means just what 
it says. 


We make this guarantee because our ex- 
perience and the experience of thousands 
and thousands of users have proved that 
these floats do not fail. 


Reliance floats are highly buoyant, in- 
stantly sensitive in their response to even 
slight movements of the water. With simple 
positive Reliance Alarm mechanism, they 
guarantee you hair-trigger action — nearly 
— times as quick as any other type of 
alarm. 


For positive boiler safety, specify Reliance 


The Reliance Gauge Column Co. 
§930 Carnegie Avenue 
Cleveland, Ohio 








The Trend 
to Dictaphone 
Sweeps On 


To your secretary, it means al] 
that note-taking time is released 
for valuable work. To you, it 
means instant dictation facili- 
ties always available, without 
dependence ‘on anybody else. 
That’s why we say this modern 
dictating instrument doubles 
your ability to get things done. 


DICTAPHONE 
Sales Corporation 
420 Lexington Avenue 
New York City 
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Star Brass 


Manufacturing Co. 


104-114 East Dedham St., 
BOSTON, MASS. 
Makers of Highest Quality 
“‘Non-Corrosive” Pressure and Vac- 
uum Gages — Safety and Relief 
Valves — Globe, Angle and Gate 
Valves—Water Gages—Gage Cocks 
Whistles 


New York 
Pittsburgh 
Chicago 
San Francisco 


Reliance 


SAFETY WATER COLUMNS 


Buffalo 
Cleveland 
St. Louis 

Shreveport, La. 


WZ Ladi 
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See our Exhibit at the Twelfth National 

Exposition of Power & Mechanical Engi- 

neering, Grand Central Palace, New York, 
November 30 to December 5, 1936. 
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MODERN 


EQUIPMENT 
for 


MODERNIZATION 
PROGRAMS 


Never before has The Babcock & Wilcox Company had such a wide 
range of equipment suitable for modernizing older power stations that 
are now obsolescent because of the great strides made during the past 
ten years in the economical generation of power. 

Since 1929, the Company has developed, or announced as available: 
new types of boilers, a new water-cooled furnace construction, a pul- 
verizer of 50-tons capacity, new types of fuel-burning equipment, and 
many improvements made in its other products. 

The Babcock & Wilcox Company is fully prepared to help producers 
of power to carry out modernization programs involving changes, such 
as the installation of modern slag-tap furnaces with water-cooled floors, 
high-pressure boilers super-imposed on existing low-pressure systems, 
or high-pressure high-temperature units. 

Babcock & Wilcox Engineers will be glad to discuss with executives 
and engineers the economic application of these new and improved 


products. 


The Babcock & Wilcox Company ... 85 Liberty Street . . . 


BABCOCK & WILCOX 
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FOR DEVELOPMENTS IN OIL RESISTAN 





YOUR 


ARCo 
Library 


aVoliabictatelaras 


Paints 


oy ia, Engineering 
and Purchasing Depart- 
ments are invited to 
send for this essential 
Library of Maintenance 
Data...including (1) Up- 
To-The-Minute Releases 
from the ARCO Research 
Laboratories; (2) Cum- 
ulative development, 
in ready reference form, 
of 57 years’ experience 
in formulating mainten- 
ance paints for Public 
Utilities. Address: De- 
partment F, THE ARCO 
COMPANY...CLEVELAND 
or LOS ANGELES. 


Consult 










LIBRARY OF 
MAINTENANCE 
PAINTS 
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No. 10 of a series of messages to Public Utility executives pointing out oppor- 
tunities for load-building by promoting the use of electric arc welding. 


It pays to promote arc welding! 


sii Ib. =1.75 K.W.H. 


When you think of arc welding, think of it in terms of this 
revenue arithmetic! For every pound of arc welding elec- 
trode used, the power meter clicks off 1.75 kilowatt-hours. 


The time is right for you to help create these revenue- 
producing arcs. New developments in equipment and 
technique now bring the arc welding process within easy 
reach of plants who formerly could not afford it and 
make possible applications heretofore impractical. You 
can NOW get results with less effort. Investigate, then 
promote this profitable power field! 


Our men will gladly assist you at any time. Communicate 
* with THE LINCOLN ELECTRIC COMPANY, Dept. 
YY-293, Cleveland, Ohio. Largest Manufacturers of Arc 
In several cities, the local Welding Equipment in the World. 
Lincoln engineers are con- 
tributing their services to 


the instruction of power 
salesmen, periodically, in The average welder 


the various phases of arc uses 5,000 to 10,000 
welding application. These lb 
: Ss. Of electro 
blackboard talks give the f el des 
per year. This re- 


salesmen sufficient knowl- f 
edge of arc welding so that quires 1.75 K.W.H. 


they can discuss it intelli- per pound. 
gently with prospects. Are 

you interested in securing 

this service? Just get in 

touch with our main office 

in Cleveland, Ohio. 


oF LINCOLN 
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RURAL LINE SWITCHES 


(Single Pole—Three Pole) 


WITCHING equipment must be de- 

signed to meet certain practical limita- 
tions. Service requirements must be 
weighed against cost. Under certain con- 
ditions more consideration must be given 
to one than to other factors. 


See Bulletin 35-B 
(7.5 to 34.5 K.V.) 











“RFB-2"" DISCONNECT 


Switches especially designed to meet the 
demand of that class of service which does 
not require ratings exceeding 400 amperes, 
where economy must be given first consid- 
eration—but not to the extent of impair- 
ing service. 


Delta~Star QQ) Electric Go 


“RP-35" DISCONNECT 2400 BLOCK, FULTON STREET, CHICAGO, ILL. 


SANGAMO TYPE L-2 METERS SINGLE DISK 


TWO-ELEMENT METERS 








The Type L-2 two-element meters com- 
prise two complete electro-magnetic 
elements driving a single disk. They are 
designed for modern "A" and "S" 
mountings, thus combining conven- 
ience in installation with a minimum of 
space requirements. Electrical char- 
acteristics meet all the requirements TYPE L-2-S 
for modern meter accuracy and per- 


TYPE L-2-A 
formance. 


Modern Meters for Modern Loads 


SANGAMO ELECTRIC COMPANY 


SPRINGFIELD, ILLINOIS 
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Here’s a Bill Printing Machine that can he 


used with ANY Addressing Machine 


Instead of continually paying money for pre-printed bills, convert your present address- 
ing system into a combination printing and addressing system. You can readily do 


Elliott Bill Printing Machine 


This machine will pull blank paper, from rolls, under the addressing head of your 
present addressing machine to receive the addresses. It will then continue feeding 
this paper through the printer (shown above at the right), where it is printed on the 
front and back, scored, dated and chopped off. 

With the Elliott Bill Printing Machine you not only save on printing bills, but you 
speed up your addressing operation, as it is really an automatic feed through the 
addressing machine instead of a hand feed. 

Here is something new, designed to bring the advantages of bill printing to those 
who do not desire to make extensive changes in their addressing system. The Elliott 
Bill Printing Machine can be used in conjunction with any model of any addressing 
machine now used for Utilities’ billing and with any kind of an addressing medium. 


Write NOW for details of this time and money saving combination. State 
what addressing machine you are now using, size of list, etc. 


THE ELLIOTT ADDRESSING MACHINE COMPANY 
Manufacturers of Hand and Electric Addressing Machines for Every Need and Purpose 
INCORPORATED 1900 -- RATED AAAI 


175 ALBANY STREET, CAMBRIDGE, MASS. 
SALES AND SERVICE OFFICES IN ALL PRINCIPAL CITIES 
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THEY WERE HAVING 
TROUBLE 


with corrosion in boilers and 
pipe lines, necessitating a 
continuous program of re- 
pair and replacement. They 
called in the Elliott man, 
and the proper size and type 
of Elliott deaerating feed 
water heater was installed. 
Result: corrosion complete- 
ly eliminated. The remedy 
was exactly “What the doc- 
tor ordered.” 

That, in brief, has hap- 
pened in many plants over 
the past 16 or 17 years since 
Elliott pioneered the deaera- 
tion of boiler feed water. It is still happening today, 
perhaps not as frequently, because engineers have 
learned the importance of preventing corrosion by 
deaerating the feed water before trouble starts. 

The cost of deaeration is really negligible. The 
installation of Elliott deaerating equipment can be 
justified almost alone on the basis of its 100 per cent 
heating performance. For it heats right up to the 
saturated temperature of the maximum steam pres- 
sure supplied to the heater. Deaeration is there- 
fore very cheap insurance against corrosion worries. 





District Offices in Principal Cities 
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Deaerator and Heater Department: JEANNETTE, PA. 


September 24, | 
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DEAERATORS and 
DEAERATING HEATER 


are built in all sizes, all typ 
with openings and accessori 
built to the job. 

Come to “Deaeration Hes 
quarters” for the benefit 
Elliott’s long experience in d 
signing and applying deaera 
ing heaters and deaerators. 
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COSTS ON JOBS LIKE THIS 
ore Negligible 


Utility men find they no longer look at a street opening, concrete break- 
ing, or other demolition job and figure how much it costs, after they adopt 
Barcos. Instead, except with all day or longer jobs, they figure how 
little it will cost—or dismiss the cost as insignificant. 

Both the investment in a Barco Gaso- 

line Hammer and its operating cost 

are extremely moderate in comparison 

with equipment formerly necessary. 

In many cases fuel costs on street jobs 

will be less than a quart of medium 

grade gasoline plus a small amount 

of oil. 

Send for full data on this portable 

powerful tool. 


BARCO 


Portable Powerful 


GASOLINE 
HAMMER 


BARCO MANUFACTURING COMPANY 
1803 W. Winnemac Avenue, Chicago, Ill. 
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Job better 

















CONTROL CABLE 
DROP CABLE 
LEAD COVERED CABLE 
MAGNET WIRE 
PARKWAY CABLE 
RUBBER POWER CABLE 
SERVICE ENTRANCE CABLE 
SIGNAL CABLE 
VARNISHED CAMBRIC CABLE 
WEATHERPROOF WIRE 


All types of Building Wire and all 
kinds of Special Cables to meet 
A.S.T.M., A.R.A., I.P.C.E.A., 
and all Railroad, Government and 
Utility Companies’ Specifications. 


NT Varnished Cambric 


& CABLE CO. INC Lead Encased 
POWER CABLE 
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STEEL BUILDINGS 


Thousands of miles of transmission towers. . . structural 
work necessitating highly specialized fabrication . 
enormous areas of Electroforged open flooring. ..stand- 
ard steel buildings for all uses... gas cleaners for natural 
gas lines. . . steel forms for concrete tunnels, walls, etc., 
.. steam purifiers, desuperheaters... clamshell buckets 
... and other products of Blaw-Knox manufacture are 
at work for the Public Utilities of America. 
The fact that Blaw-Knox Products are in accord with 


BLAW-KNOX 


2067 FARMERS BANK BUILDING, PITTSBURGH, .PA. 
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CLAMSHELL BUCKETS 


the rigid standards of Public Utility 
chasing is proof not only of the merit 
products themselves but of the house behind 
the products. 


COMPANY 
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PERMAFLECTOR LUSTROLIER 


No. 5100 





Lustrolier No. 5100 is designed particularly for the lighting of department stor 

especially the main floor where the majority of customers are received and receiv 

their first impression of a wide variety of merchandise. 

BEFORE chicago Showing the lighting from the old suis = Every live up-to-date me 

glaring direct lighting fixtures 

chant recognizes that goo 
lighting is his most effectiy 
salesman. It is a well know 
axiom that ‘Merchandise we 
displayed is half sold.” Wit 
this thought in mind, thousand 
of merchants all over the coun 
try are modernizing their storelmaes 
and good illumination shou 
be their first step in this proc 
ess. 


* The same store after installing Lustroliers No. 510MBe. 
Permaflector Lustrolier No. Note the absence of glare and sharp shadows, but j 


their place soft evenly diffused illumination 

5100 is the answer to the 
modern merchant's illumina- 
tion problem. Predominantly 
an indirect lighting fixture, it 
also has a low direct lighting 
component transmitted through 
a large stippled heat resisting 
glass roundel in the bottom 
member. 


Equipped for use with 750, 

1000, or 1500 watt lamp, 

Lustrolier No. 5100 offers the public utility a lighting fixture which not only get 
business, but builds up the lighting load. Recommend Lustrolier No. 5100 fe 
the modernization of department stores. 


PITTSBURGH REFLECTOR COMPAN ¥* 


OLIVER BUILDING aa. | PITTSBURGH, PA. 


“Fe rmatl 
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Dee the exact temperature 


through these"EYES”.. . 











Through Taylor Dial Thermometers read clearly... 
accurately... unfailingly... the temperature.picture 
at important points in power production 


7HERE no permanent record is 
needed . . . where no comparison 
emperatures during a twelve or 
nty-four-hour period is desired . . . 
where there must be a constant 
k on temperatures, use Taylor Dial 
rmometers to watch them for you. 
aylor Dial Thermometers meet ex- 
ng demands for accuracy, durability 
long service. They are simple and 
dy in design, and are the product of 
smen who- combine knowledge of. 
ustrial and scientific needs with super- 
re skill in construction. 
he Mercury-Actuated type of ther- 


mometer is particularly designed for use 
where operating conditions are severe. 
It is efficient anywhere within limits of 
minus 40° F. and plus 1000° F. 

The Vapor-Actuated type is especially 
useful where very open scale divisions 
are needed over a restricted working 
temperature range. It can be used for 
temperatures up to 660° F. 

Because of the fine accuracy and un- 
usual durability of all Taylor Dial Ther- 
mometers, users find that it is worth 
while to standardize on them through- 
out their plants. Discuss their use with 
a Taylor Representative, as we hope 


you will talk over any of your problems 
of temperature, pressure or flow control. 
See him about details on Taylor indicat- 
ing, recording and controlling instru- 
ments and on Taylor Control Systems 
specifically for use in Power Plants and 
in the distribution of power. Taylor 
Instrument Companies, Rochester, N.Y., 
or Toronto, Canada. Manufacturers in 
Great Britain—Short & Mason, Ltd., 
London, England. 


“la 





* Controlling 


TEMPERATURE, PRESSURE end 
FLOW INSTRUMENTS 
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VABI-IYPE 
COMPOSING MACHINE 











Type instantly interchangeable. @ Spacing variable vertical an 
horizontally. © Carbon paper or cloth ribbons. © Prin 


Bold Faced Headings. 


No other machine like it at any price. Saves its cost quickly. 
Essential wherever stencil duplicators or offset photography 
is employed. Beautiful work. « « « « 


— Write for Demonstration 


RALPH C. COXHEAD CORPORATION 


MANUFACTURERS 


17 PARK PLACE a» NEW YORK, N. Y. 








Dependable service—long hours 
of it--on and off--off and on! Utilities 
put flashlights and batteries to the sever- 
est tests, but Ray-O-Vac industrial flash- 
lights and batteries have proven they can 
take it. That's why each year more and more 


utilities specify “Ray-O-Vac”’. 


RAY-O-VAC Re io ad 


Formerly FRENC BA COMPANY 
MAIN elailas and PL "ANT ADISON WISCONSIN 
Additional Factories at Clinton Massachusetts, Lancaster, Ohio 
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Inside Information 


On the Burnham Gas Boiler 


S° much stress is put these days on 

dolling up boilers to make them 
look good, that their make-good is all 
too often secondary. 


That’s not so with this Burnham. 
Its make-good was first-and-foremost 
proven. A. G. A. approved under the 
latest regulations. 


We are not going into details here, of 
why its make-good isso good. All that 
is clearly shown in the catalog, to 
which you are welcome. 


Glad to submit for your examination 
and check up, records of its economy 
performance in the field. A perform- 
ance that has lived up to the shop test, 
unbelievable as that may seem. 


Send for catalog. Get the facts. See 
for yourself. 


R j B Y/ G b ay 
Manufacturers of Heating Equipment Since 1873 


IRVINGTON, NEW YORK 
ZANESVILLE, OHIO 


Representatives in All Principal Cities of the United States and Canada 
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The CREAM of 
MID-CONTINENT CRUDES 


Moderately priced, Cities Service Motor Oil 
is the choice of particular motorists who want 
an economical lubricant—yet one that does 
not sacrifice performance to price. 

This high-quality, completely dependable 
motor oil is refined from the choicest crudes 
of the great Mid-Continent fields. With it you 
will get the performance to which you are en- 


titled and at the same time you will save money. 


CITIES SERVICE 
Motor Oil 
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The PERFECT 
PENNSYLVANIA OIL 


Retined with all the care and skill that are the 
result of 73 years of refining research and ex- 
perience, this super-lubricant gives you triple- 
duty protection —it seals, cools, lubricates. 
Koolmotor Oil not only resists heat, but 
actually carries heat away from friction sur- 
faces. It is the perfect Pennsylvania oil and 
with it in your crankcase you are assured of 


care-free miles of motoring enjoyment. 


KOOLMOTOR 
Motor Oil 
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TAYLOR 


COMPLETE COMBUSTION 


UNIT 


TAYLOR STOKERS 
AECO FURNACES 


(Water Cooled) 


AECO ASH HOPPERS 


PL conomically 


Correct 


AND WE CAN PROVE IT! 














@— 


PHILADELPHIA e PENNSYLVANIA. 
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entirely superfluous proceeding. Quality speaks for 


"FO paint the lily,” Shakespeare pointed out, is an 
itself, be it in lilies . . . or water meters. . 


e Quality of Trident and Lambert Water Meters needs no superlatives. It's 
imply an inherent part of every Neptune product. But—it is of vital importance 
> HAVE that Quality in every water meter you buy . . . if you want sustained 
curacy, low maintenance costs, protection against deterioration and against over- 
ght changes in model or improvements that make ordinary meters “obsolete.” 


ot these Quality Water Meters—these “‘Cash Registers of the Water 
Works Field’’—are built on the principle 
of interchangeabilty, and they will never 
become obsolete, in fact or in theory. 
Neptune Meter Company (Thomson Meter 
Corp.), 50 West 50th Street (Rockefeller 
Center), New York City... also... 
Neptune-National Meters, Ltd., Toronto, 
Canada. A type for every purpose. 


NOW PAINTERS NEEDED 


MORE THAN 6 MILLION 
MADE AND SOLD THE WORLD 
OVER...PROVES THE QUALITY OF 


N ; 4 Trident and Lambert Water Meters, 
Split Case Type—for installation 


: where frost is not apt to cause 
nd Lambert Water Meters 


damage. 
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DETAILS tHat MAKE 
Wagner 


UD-BUSHING-TYPE TRANSFORMERS 





Superior Are: 


1. All coils are form-wound —thoroly dried « 

treated before assembling the ccze iron. 

2. End-turns are extra-heavily insulated ; 

definitely spaced to resist line disturbances. 

3. Taps are brought out from the middle of wi 

ings where they do not interfere with the su 

resisting design of the coils. 

4. Core iron is built from non-aging silicon ste 

specially manufactured for transformers. 

5. Core iron laminations are cut with the grain 

iron, the direction of which the magnetic {1 

encounters the least resistance. 

6. All parts of the core and coils are complet 

immersed in transformer oil. 

7. Tanks are formed of copper-bearing sheet-st 

8. Tanks are electrically welded into an integt 

whole. 

9. Tanks and covers are sandblasted outside « 

inside. 

10. Every tank receives three coats of spe 

transformer paint — selected for its adhesive ar 

penetrating properties, its longevity, and 

appearance. 

11. Porcelain bushing flashover values coord 

nated with the transformer insulation streng 

12. Bushings are designed for easy removal wi 

out lowering transformer from pole or platfo 

= Tight-fitting bushings prevent syphoning 

oil. 

14. No solder is necessary for connecting tra 

formers to line. 

15. Transformers are shipped filled with o 
Illustration of a 5kva, 2400 to ready for service. 


poe (268 volt, 60 cycle stud- y 
bushing-type Wagner distri- Write for Wagner Bulletin 180 which complete 


— ae ae = a. describes Wagner distribution transformers. 
away to reveal core and coils. 


WagnerElectric Grporation 
6400 Plymouth Avenue, Saint Louis,U.S.A. 


Motors Transformers Fans Brakes 
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FOLD-A-WAY 


boosts sales of IRONERS and 
current (1230 watts per hour) 





Economy of floor 


space appeals 
to housewives 
everywhere 


| 


N yee 
é Model 63S ’ Balanced, easy lifting. 
Shoe pulls up with 
one finger. Self-lock- 
ing, rigid, folding leg 


Takes No More Floor Space ee and table. 
Than Kitchen Chair 


It’s easier to sell what the housewife wants 
and cannot get in any other ironing machine. 
The Thor Fold-A-Way also gives her all three 
types of control—knee, foot and finger-tip. 
This patented space-saving construction gives 
the Thor dealer a powerful, exclusive merchandising advantage. 


With only four per cent saturation, ironers afford a big, unworked 
field for merchandising profit. Find out how Thor’s effective pro- 
motional helps and popular-priced rotary line are boosting ironer 
sales close to those on washers for many aggressive dealers. Send 
for all the facts today. 


Address 


E. N. HURLEY, JR., PRESIDENT 
HURLEY MACHINE COMPANY 


54th Ave. and Cermak Road, Chicago, Ill. 
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INDEX TO ADVERTISERS 


A 


Addressograph-Multigraph Corporation 
Aluminum Company of America 
American Coach & Body Company, The 
American Engineering Company 
American Gas & Electric Company 
Anchor Post Fence Company 
Arco Company, The 

Associated Gas ‘and Electric Company 


























B 
Babcock & Wilcox Company, The 
Barber Gas Burner Company, The 
Barco Manufacturing Company 
Black & Veatch, Consulting Engineers 
Blaw-Knox Company 
Buffalo Forge C 
Burnham Boiler Saeenaiion 
Burroughs Adding Machine Company 


























Cc 


Carter, Earl L., Consulting Engineer 
Chapman Valve Manufacturing Company, The 
Cheney, Edward J., Engineer 
Chevrolet Motor Company 
Cities Service Company 
Collier, Barron G., Inc. 
Columbia Gas & Electric Corporation 
Combustion Engineering Company, Inc. 
Commonwealth & Southern Corporation, The 
Connelly Iron Sponge & Governor Company 
Copperweld Steel Company 
Coxhead, Ralph C., Corporation 
Crescent Insulated Wire & Cable Company, Inc. 









































D 


Davey Tree Expert ne mm The 
Delta-Star Electric C 
Dennison Manufacturing Geneany 
Dictaphone Sales Corporation 
Dictograph Products Company, Inc. 
Ditto, Inc. 




















Electric Storage Battery Company, The 
Elliott Addressing Machine Company, The 
Elliott Company 
Estate Stove Company, The 














F 
Ford, Bacon & Davis, Inc., Engineers 
Forest City Foundries Company, The 
Frigidaire Corporation 











G 
Garrison Engineering Corporation 60 
General Electric Company Outside Back Cover 
Golden-Anderson Valve Specialty C y 37 











Goodrich, B. F., Company, The 3 
Grand Rapids Loose Leaf Binder Company 40 
Grinnell Company, Inc. 30 











Hammermill Paper Company 
Hays Manufacturing Company 
Hoosier Engineering Company 
Hurley Machine Company 
Hygrade Sylvania Corporation 

















I 
Iisco Copper Tube & Products, Inc. 
International Business Machines Corporation 
International Harvester Company, Inc. 
I-T-E Circuit Breaker Company 


(Concluded on Page 96) 


























mw Ee WO ON SE 


—S_ le lOO 


MERCOID SWITCHE: 


MERCOID TEMPERATURE AND PRESSURE CONTROLS 


Cover a wide range of requirements. e The 
outside double adjustment and calibrated dial 
are noteworthy time saving features. e The 
operating range is easily determined without 
any calculations or guesswork. @e Equipped with 
mercury contact switches. @e Write for. catalog 
No. 100-PA, containing complete information. 


THE MERCOIDB CORPORATION 
4201 BELMONT AVENUE e CHICAGO, ILLINOIS 
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INDEX TO ADVERTISERS (Concluded) 


J 
ELE ALAS AT = ED DETERS i alashaniendaranigaibeanaatl 
Jensen, Bowen & Farrell, Engineers : , ovse 
Johnston & Jennings Company, The 


K 
Kerite Insulated Wire & Cable Company, Inc., The 
Ketchum, MacLeod & Grove, Ime. ....................--...---.-.---- 
Kinnear Manufacturing Company, The 
Kiseo Boiler & Engineering Company 
Kitson Company 
Klein, Mathias & Sons 


L 


Lincoln Electric Company, The 
Lindemann, A. J. & Hoverson Company 

















Monroe Calculating Machine Company, Inc. 


N 
National Carbon Company, Inc. 
National Electric Products Corporation 
Neptune Meter Company 
Northern States Power Company 


oO 
Owens-Illinois Glass Company 


P 
Pennsylvania Transformer Company 
Pittsburgh Plate Glass Company 
Pittsburgh Reflector Company 
Power Transmission Council 
Pyrene Manufacturing Company 


R 
































Ray-O-Vac Company 
Reliance Gauge Column istenanenanml The 
Remington Rand, Inc. 
Ridge Tool Company, The 
Riley Stoker Corporation 
Robertshaw Thermostat Company 
Royal Typewriter Company, Inc. 


) 

Safety Equipment Service Company, The 
Safety Gas Main Stopper Company . 
Sanderson & Porter, Engineers 
Sangamo Electric Company 

Silex Company, The 
Simplex Valve & Meter Company ... 
Secony-Vacuum Oil Company, The 
Spooner & Merrill, Ine. 
Star Brass Manufacturing Company 
Steel & Tubes, Inc. . 












































T 


Tampa Electric Company 
Taylor Instrument Companies 
Titan Valve & Manufacturing Company, The 
Tropical Paint & Oil Company, The 


U 
United States Electric Mfg. Corp. 


Vv 
Vulcan Soot Blower Corporation 


Ww 


Wagner Electric Corporation 
Walker Electrical Company 
West Bend Aluminum Company 
Westinghouse Electric & Manufacturing Company 
Wheeler, C. H., Manufacturing Company 
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PROFESSIONAL DIRECTORY 


@ This page is reserved for engineers and engineering concerns especially equipped by 
experience and trained personnel to serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, design and construction. « « 














ford, Bacon & Davis, Inc. 


Engineers 
VALUATIONS & REPORTS 


NEW YORK DALLAS 


RATE CASES 
APPRAISALS 
INTANGIBLES 


DESIGN 
CONSTRUCTION 
OPERATING COSTS 


CHICAGO PHILADELPHIA WASHINGTON 








SANDERSON & PORTER 
ENGINEERS 
VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


CHICAGO NEW YORK SAN FRANCISCO 








BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and reports, 
design and supervision of construction 
of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 








EARL L. CARTER 
Consulting Engineer 
REGISTERED IN INDIANA AND NEW YORK 
PUBLIC UTILITY 
VALUATIONS AND REPORTS 
814 Electric Building Indianapolis, Ind. 





JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals — Rate = pg 
Engineering Reports to Banks and Bond Houses 








EDWARD J. CHENEY 
ENGINEER 


Public Utility Problems 


61 BROADWAY NEW YORK 











SPOONER & MERRILL, INC. 
Consulting Engineers 


Design—Supervision of Construction 
— Reports — Examinations —Valuations 
20 North Wacker:Drive Chicago, Ill. 











Public Utilities Fortnightly 











HE Transit Industry, even in the most 


trying times, has never relaxed its will 


to progress. The evidence of this may 


be seen in the many expansion and mod- 


ernization activities throughout the country. 


This Organization has grown up with the 
Transit Industry and we shall be pleased 
to serve its new additions as we served 


the Industry as a whole for over 40 years. 


BARRON G. COLLIER 


INCORPORATED 
CANDLER BUILDING, NEW YORK CITY 


WITH OFFICES AND ASSOCIATED COMPANIES 
THRU THE UNITED STATES, CANADA AND CUBA 














JOCK THE 
STABLE DOOR 


Finst! 
Wrst! 
brporations and industries have called us 
to help them present their stories to the 
blic in labor troubles, or to legislators on 
desirable legislation—sometimes when it 
s all but too late. Most things like that 
n be done much better before the difficulty 
es. 

he time for an industry or a company 
win friends is now, before attacks gain 
ength through an unpopularity which is 
ated and developed because of lack of 
derstanding. 

he time to equip employees, stock- 
ders, customers, and the general public 
h honest facts and helpful information 
now, before their morale is sapped by 
answered attacks or by apparently justi- 
d and unmet criticism. 

he time to turn thousands of people 
0 friends is now, before they take sides 
pinst the industry or corporation when 
y should be for it, and would be for it if 
y saw the whole picture. 

he time to win the agreement of a 


islator is before the opposition has gone 


so far that he can listen to your logic only 
at the risk of his own political death. 

Prolonged litigation, such as sometimes 
occurs in a major labor dispute or a con- 
troversy with some political authority, is 
expensive far, far beyond permanent Public 
Relations Service. That Public Relations 
Service, if intelligently administered and 
carried on as a vital part of the company’s 
or industry’s major policy, often will elimi- 
nate the occasion for such litigation, and in 
other cases will create a foundation on 
which a winning case can be built. 

Many of the ablest attorneys call in 
Public Relations Counsel for their clients, 
relating that service to their own. 

The executive of any corporation or 
industry can discuss its public relations 
situation and problems with us confiden- 
tially, and without obligation, if he believes 
it may need experienced help such as we 


have to offer. 


ee ee 


| Public 


i 


>. 
* a 


| 


\ 


100 KOPPERS BUILDING 


RLTON G. KETCHUM e NorMAN MacLeop e GEORGE KETCHUM e RosBert E. GrovkE 


PITTSBURGH, PA. 
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“ ..and look at | 





©» “these contacts. ¢ 
Real, honest- -to-goodness™ 
SILVER BARS." 


Complete lines of G-E air er 
cuit breakers are available for 
all —_ both a-c andd-c . 





For Better 


HE main contacts of G-E air circuit breakers are 
silver. And they're solid, welded. to solid copper. 


Long-wearing contacts that will stand up under re- 
peated operation. 


In service, these contacts: give G-E breakers three 
operating advantages that users value: 


1. Superior performance—because silver. elim-,, 


inates troubles due to high-resistance oxidation and 
consequent overheating. 







9 






“; » 


2. Minimum attention —becduse solid, @ 
contatts require less "clearing ‘and ‘tess’ =o 
placements. 


- 


3. Longer life — because»of the ‘permanee 
‘solid construction. f ee 


iGo these advantages of solid, sily 
facts. Specify G-E breakers. pve 
peter: NUY. ae i 








